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CoNSIDERABLE interest is always at- 
tached to the figures released by the 
¢ E C showing purchases and sales 
of their companies’ stocks by offi- 
cers, directors, and large holders. 
The feeling is that these people 
should know what they are doing, 
should be in perfect position to an- 
ticipate earnings trends in their own 
particular enterprises at least, if not 
for the market as a whole. By the 
time the information is available a 
good deal of water may have passed 
under the bridge, and the opinions 
implied may have changed radically, 
but the transactions of “insiders” re- 
main one of the best indications of 
business psychology. 

This is particularly true as ap- 
plied to June—the month the mar- 
ket broke out definitely and spec- 
tacularly on the upside. Since then 
break-out practically all business 
indices have turned upward. What 
was the opinion of the “insiders” as 
shown in their stock transactions 
at the time of the turn? 

There were scattered purchases, 


With Th\e Editors 


but the great bulk of large trans- 
actions in important issues were 
sales. This was so not only in the 
first twenty days of the month, be- 
fore the market moved up, but in 
the last ten days as well. Such 
stocks as Johns Manville, General 
Motors, Woolworth, Deere, Stone 
& Webster, Sears Roebuck, and 
many others came into the market 
from informed quarters just before 
the rise and during its early stages. 
Sc far the inside sellers have been 
wrong, and the comparatively few 
buyers among directors and officials 
of DuPont, U. S. Rubber, American 
Metal and others have been right. 

The picture is not complete, how- 
ever, without an idea of the size and 
relative importance of the sales. 
Two of the largest transactions, for 
example, were the sale of 10,000 
Woolworth and the sale of 11,709 
Master Electric, a Curb stock. The 
block of Woolworth represented 
slightly over one-tenth of one per 
cent of the company’s total capi- 
talization; the Master’ Electric 


amounted to over five and one-half 
per cent of the stock outstanding. 
From another angle, the liquidation 
in Woolworth barely exceeded 2 per 
cent of the holdings of the director 
who did the selling—hardly a sign 
of desperate bearishness. 

Reports to the S E C which were 
delayed for one reason or another 
will be released later this month, 
and it is conceivable that they will 
show an opposite trend. The fact 
remains, however, that the majority 
of “insiders” failed to see business 
or market improvement ahead, and 
failed to give adequate weight to 
the market rise when it began. The 
liquidation was only of the dribbling 
sort, continuing a trend in effect for 
many months, but its existence, 
however slight, contains a surprise 
for those of us who would surround 
business leaders with a halo of 
market omniscience. Perhaps the re- 
port on July transactions will show 
a change of view. Whether it does 
or not, “insider” instinct has slipped 
a notch in its rating. 
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Under the combined stimulus of increasing motor traffic and govern- 
mental efforts to make work, road construction, with its huge 
potentialities for absorption of labor, raw material and equip- 


ment seems destined for still higher levels. The peak of 140 


million square yards reached in 1929 may soon be surpassed. 
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FINANCING RECOVERY ... In urging banks to lend 
more freely Government officials tend to over-emphasize 
the role that commercial loans play in the business cycle 
and to under-emphasize the importance of long term 
capital investment. Moreover, in its relations with the 
banking system, the Government is constantly working 
at cross purposes. One set of officials—headed by Mr. 
Jones of the R FC and Governor Eccles of the Reserve 
Board—put stress on credit expansion. But the Trea- 
sury, the F DIC and the Comptroller of the Currency 
put first emphasis on banking safety. Whatever their 
personal inclinations, bankers inevitably will follow con- 
servative policies for the simple reason that the banking 
laws and the bank examiners are on this side. 

Banks cannot safely provide long term investment 
capital in more than relatively minor ratio of assets. 
The great bulk of expansion of capital facilities has 
always been financed by reinvestment of surplus busi- 
hess earnings and by open market security financing. 
These sources of expansion capital may be considered as 
the primary motive power of the profit system. Call 
them the private pump primer, if you will—for which 
we now have the partial substitute and supplement of 
Government pump priming. Short term bank loans may 
be likened to the lubricant which greases the business 
wheels. 

Commercial loans usually follow business activity 
upward, rather than precede the business rise. More 


THE MAGAZINE OF WALL STREET 


C. G. Wycxorr, Publisher 


The Trend of Events 









Tueopore M. Knapren, Laurence Stern, Associate Editors 





ee TS I Fe 









business activity makes more commercial loans, rather 
than the reverse. In recent years the lag between the 
course of such loans and the business trend has greatly 
increased, partly due to the fact that huge amounts of 
Government money, filtering into the hands of business 
men, reduced the need for banking accommodation. 
From the start of the New Deal to August, 1935, bank 
loans steadily declined. They began to increase only as | 
business activity reached a fairly high level. Moreover, 
their continued increase to September of last year did 
not prove a bullish omen. A more accurate indication 
of what lay ahead had been given many months before 
by the bond and stock markets and the downward 
trend of bank investments. We need not worry over 
the present low level of bank loans. Bank investments 
are rising and will rise faster as New Deal deficit financ- 
ing gets into full swing. New capital financing by cor- 
porations has shown a very heartening revival in recent 
weeks and more is in the immediate offing. The rise in 
banks’ loans will come in due time and probably fairly 
late in the recovery cycle. 


























STERLING DROPS, GOLD RISES ... Feverish demand 
for gold bullion and coins in all free European markets, 
with simultaneous decline of the pound sterling relative 
to the dollar, has brought forth the usual flood of 
rumors—rumors of stabilization at new levels, of re- 
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vision of the tripartite agreement and what not. Prac- 
tically all of these conjectures have been advanced before 
in similar periods of international monetary excitement. 

In these days of secret monetary management one 
would be foolhardy to laugh off any rumor. Neverthe- 
less the main causes of renewed European gold hoarding 
and of pressure on sterling seem fairly obvious—that is, 
increased war fears in all the foreign capitals and the 
deterioration not only of the British trade position but 
of the entire sterling bloc of nations relative to the 
American trade position. 

By common consent, this month of August is accepted 
as the crucial period that probably will either find 
Europe plunging into major war or postponing the 
debacle for a considerable time, leaving us relatively 
well off with merely the unofficial wars now engaging, in 
various degrees and at different places, only Spain, Italy, 
Germany, Russia, Japan and China. The recent some- 
what mysterious but widely publicized doings of the 
Russian and Japanese troops along the Siberian border 
have naturally increased European alarms. Gold being 
the ultimate refuge for capital, there is increased bidding 
for it. As the price rises the gold price of sterling de- 
clines, and with the dollar tied to gold at $35 the ten- 
dency is toward a lower value for sterling in terms of 
dollars. Whether this is a greater depressant than trade 
factors is debatable. But whatever the principal cause, 
the pound is close to its old parity of $4.86 which gives 
Britain every incentive to foster lower levels for those 
products which she buys and uphold those which she 
sells. With the price of world commodities being largely 
influenced by London, we have perhaps one of the rea- 
sons why cotton, wheat and corn have shown recent 
weakness while rubber, tin and others are well sustained. 


LABOR-BUSINESS COOPERATION .. . In matters 
involving adjustment of wages, hours or working rules, 
industry can expect no great amount of cooperation 
either from the conservative labor unions—such as the 
railroad brotherhoods and groups identified with the 
A. F. of L.—or from the C. I. O. organizations. As a 
practical matter of labor politics, all union leaders must 
fight for highest possible wages, shortest possible hours 
and working rules most advantageous in the eyes of 
their dues-paying followers. 

Nevertheless it is perhaps an encouraging sign of the 
times that at least some labor leaders see pretty much 
eye to eye with business men on at least some general 
problems of national concern. This is particularly true 
of A. F. of L. leaders. Thus we currently hear Mr. 
Matthew Woll, an A. F. of L. vice-president, expressing 
the public view that labor has more to fear from Big 
Government than from Big Business, although he holds 
no brief for the latter. Swollen budgets and mounting 
taxation, he says, represent a trend dangerous to labor 
as well as to business. In the same address, Mr. Woll 
frankly concedes that the Wagner Act is entirely a one- 
sided law and advocates its early amendment. 

Generally speaking, the A. F. of L. and rail unions are 
politically conservative, as compared with the C. I. O., 








but the term is merely relative. All three groups have 
powerful lobbies at Washington. All three lobbies have 
persistently and successfully sponsored group legisla- 
tion the sum total of which is to extend paternalistic 
government and further the trend to Big Government, 
As long as none is willing to forego applying its own 
special pressures upon. Washington in furtherance of its 
own ambitions and objectives, talk of halting the expan- 
sion of goveramental powers over our economic system 
has no great significance. 


SPECULATIVE INVESTMENT ... A recently quoted 
letter from a London broker to a New York friend ex- 
presses optimism on the American outlook but remarks, 
somewhat wistfully, that buying of both American and 
British securities by his clients is of a much more specu- 
lative type than formerly. Increasing government inter- 
ference in business, vast government spending, world- 
wide political unrest and ever-present fears of war have 
turned Europeans into speculators, rather than investors, 
he says. Few of his clients, “who mostly pay for their 
securities, expect to hold them long, and whereas such 
purchases were often enough made with an eye to income 
over a period of years today it is in the hope of making 








a profit in a few months.” 

The change in investment attitude is not confined to 
Europe. Our favored position, as compared with the 
rest of the world, is only relative. There is less invest- 
ment uncertainty here than in Europe, but much more 
than we formerly were confronted with. The tempo of 
our political, social and economic evolution has speeded 
up. We once took for granted a fairly clear road to ever | 
greater prosperity. Now few dare guess beyond a few 
months ahead. Huge Government borrowing of manu- 
factured bank credit means cumulative inflation—but 
simultaneously at work are the deflationary factors of 
mounting taxation and increasing political regulation. 

Whatever the balance between inflationary and defla- 
tionary forces, investors today must make their calcula- 
tions in an atmosphere more speculative than in days 
gone by—an atmosphere of long range uncertainty, 
instability, change. Regulation of markets and credit 
have greatly reduced margin speculation, but more 
fundamental changes have increased cash speculative- 
investment and greatly shortened the perspective from 
which investors appraise securities. Perhaps that is one 
reason why “the sudden and unreasonable fluctuations 
of security prices’—mentioned in the preamble to the 
Securities Exchange Act of 1934—are still with us. 
Indeed, fluctuations tend to become more “sudden” than 
formerly. Whether they are “unreasonable” or not will 
be answered only as the future unfolds. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 488. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday August 8, 1938. 
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BY CHARLES BENEDICT 


THE BATTLE BETWEEN RECOVERY AND REACTION 


Ou: economy is now in a crucial phase—a sort of 
tug-of-war between the forces of recovery and reaction 
—waiting realistically for definite signs of a real up- 
swing while cautiously scanning the political horizon. 

Can business be retarded?—Is the upsurge too strong 
to be stopped?—What of the market?—What of prices? 
—What effect wars? 

These are the questions that business men everywhere 
are asking themselves today, not only of the known 
quantities, but of the unknown quantities both domestic 
and foreign. 

On the one hand, most of the world is at war, or 
preparing for war. The raw materials, labor, and the 
means of production are being wasted in the manufac- 
ture of implements of war rather than in creating more 
wealth for the people. In addition, this situation is pro- 
ducing a dislocation of commerce 
which will be increased if England 
and France become involved inten- 
sively. 

But, already the three aggressor 
nations, Japan, Italy, and Germany 
are weakening. Events move swift- 
ly—the various developments fre- 
quently producing results not con- 
templated. 

The spread of destruction in 
China has also spread new economic 
and social ideas. It has awakened 
and aroused vast hordes of people 
that have been asleep for hundreds 
of years. Therefore when the Ja- 
panese offensive collapses there will 
remain a task of rehabilitation, of 
re-establishing a standard of living 
where it has declined, and raising 
the standard of others for the first 
time. It should keep that part of 
the world busy for a long period. 

In the past, England would have 
done the necessary financing for this 
great task. Will we do it this time? 
We have the resources, the con- 
fidence inspired by 13 billion dollars 
worth of gold, and the government 
has set up the machinery in the 
Import-Export Bank. 


Gendreau 
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Again, in Europe it is evident that Italy and Germany 
are both receiving severe setbacks on the diplomatic 
front. Here the war scares, war activities and national- 
istic policies have also impoverished the people and 
lowered their standard of living. 

Peace and sane political readjustment would once 
more make Europe as busy as a beehive in rehabilitating 
and re-establishing itself. Who will do the financing here? 
It is we, who have the funds and resources. Those of 


us who are realistic know that laws can be changed— 
that ways can be found. 

At home—the peace in our hemisphere during the 
World War and since has brought great progress to the 
Americas including the United States. More than that, 
we have the materials and the markets in which to sell 
these products. 


a | 


We have absorbed the speculatively 
built productive capacity of 1929. 
We are ready for extensive expan- 
sion. 

In spite of only a slight pickup in 
the automobile industry—moderate 
improvement in construction and 
steels, the level of industrial produc- 
tion is three quarters of the way 
back to normal. New and dynamic 
industries are taking up the slack 
and forging ahead, filling the needs 
of today. The aviation industry 
alone holds great potentialities for 
absorbing metals and other raw ma- 
terials. It is still in its infancy, cut- 
ting its teeth on the demands for 
war and defense. 

As a nation we have been going 
through an experimental period of 
economic and very severe political 
readjustment. Much good has re- 
sulted, in spite of the hardship of 
following unfamiliar ways. But we 
are a resourceful people. The swift- 
ness of the recent rise from the 
depths of depression has knocked 
fear a body blow—released our ini- 
tiative and thus started us on the 
upgrade. New enterprise is being 
undertaken. Determined men aré 

(Please turn to page 544) 
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What's Ahead for the Market? 


BY A. T. MILLER 


L. the fast market rise since June 18 be compared with 
the sensational boomlet of the spring of 1933, the ra- 
tional conclusion would be that severe reaction is in the 
making. If, however, we compare the movement with 
the sustained bull market which got under way in the 
spring of 1935, the conclusion would have to be that 
purely technical correction—apart from any unexpec- 
tedly disturbing news event—should be more mod- 
erate than most bearish observers are now predicting. 
No two market recoveries are 


the industrial average, or more than four times the aver- 
age weekly rise between March low, 1935, and March 
high, 1937. At this rate we would be back to the bull 
market peak in another three months. Hence the logical 
alternatives appear to be either a marked flattening out 
of the angle of ascent very shortly or some degree of 
reaction. 
The case for substantial technical reaction boils 
down largely to the following questions: 
Has the market over-discount- 





ed the business outlook in suf- 





ever precisely alike in all de- 
tails, but on the whole the pres- 
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four-month rise in 1933 occurred 
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excess and without a change of 
investment opinion as to the 
major trend, how much reaction 





in a highly speculative atmos- = 
phere in an unregulated market, t 
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tions necessitate objective ex- 
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cial, economic and government- 
al factors now operative. Stocks 





sequent cancellation of half of 
such loan expansion in an inter- 
mediate reaction which even- 








went down less in the recent 
bear market than was generally 
expected and went up more in 
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tually wiped out approximately 
47 per cent of the spring-sum- 
mer advance. 

In contrast, the sustained 
two-year recovery from March, 
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recent weeks than was generally 
expected. Why? Several pos- 
sible reasons seem most impor- 
tant to us—first, a business out- 
look more promising than is 
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1935, to March, 1937, was an in- 
vestment phenomenon, accompanied by no significant 
increase in the margin position; and in the entire move- 
ment there was but one intermediate reaction and it 
amounted to only 11 per cent in the industrial average. 
With respect to initial speed, the recent performance 
does look like that of 1933—but only in that respect. 
Thus far the advance has been financed predominantly 
by cash buying, as the static trend of brokers’ loans in- 
fallibly shows; and even in temporary interludes of spe- 
culative doubt or indecision there is visible the same 
kind of insistent investment demand for gilt-edged 
bonds and the top-rank preferred and common stocks 
as was seen in the 1935-1936 “one-way” market. 
Regardless of whether we have started a sustained 
bull market on the general order of the 1935-1936 pat- 
tern, it is, of course, not to be expected that the recent 
rate of advance can be long maintained. Of the total 
net gain to date about 70 per cent had been achieved 
by the start of July. If averaged out by weeks, the 
advance to date would figure about 4 points a week in 
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superficially evident; second, 
the beneficial or potentially beneficial effects of recent 
changes in the capital gains and undistributed profits 
taxes; third, the cumulative inflation factor; fourth, 
increased confidence in the political outlook; fifth, the 
demonstrated tendency of a regulated market to become 
a “one track” market. Let us briefly examine each of 
these in order. 

1. Business activity today is but moderately under 
the lowest level seen in the spring of 1935. Contrary to 
the general impression that recovery to date has been 
slow, the advance in the Reserve Board’s adjusted in- 
dex of industrial production since May—and in our per 
capita business index—has been comparable with the 
average pace of advance in 1935-1936. Continuation of 
the unspectacular and non-speculative business trend 
of June-July would require only some nine months to 
carry us back to the level of early 1936. 

For sustained recovery in the present setting reliance 
must be placed on Government spending, consumer 
spending and business spending. With respect to each 
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The longer economic outlook is increasingly favorable. We 


recommend selective, scale-down accumulation on reactions. 


In our view, technical correction of the recent advance should 


not importantly violate the 105 level of our industrial index. 


of these sources of economic stimulation, powerful forces 
for recovery are present. At least for the next twelve 
months, the Government’s borrowed contribution to 
national purchasing power will be comparable with the 
monthly average during the initial New Deal reflation 
program. Neither consumption nor consumer purchas- 
ing power suffered a decline in the recent depression 
remotely comparable to the nose-dive in industrial out- 
put. Accepting the most recent monthly estimate of 
national income by the Department of Commerce, pub- 
lic purchasing power today appears only slightly under 
the average of 1936 and above the average of 1935. In 
this respect and in certain others—notably relatively 
favorable trend of construction—it has been accurate to 
call what happened a “recession” rather than a depres- 
sion. Both public purchasing power and the willingness 
to spend are now increasing. A straw pointing signi- 
ficantly in this direction was the 12 per cent July gain, 
over June, in retail sales of Ford and Chevrolet cars, a 
striking performance in comparison with normal sea- 
sonal decline of about 7 per cent for this period. 

As for business spending and investment, the current 
evidence suggests that orthodox private financing prob- 
ably will supplement Government pump priming more 
promptly and largely than in the first New Deal recov- 
ery. Pointing this way is the promising revival of new 
capital financing in June and July and the fact that 
more of the same is in the early offing. 

2. The constructive changes made by the last Con- 
gress in the capital gains and undistributed profits taxes 
tie in with increased financial and business confidence. 
They tend to encourage long term investment. 


3. The cumulative inflation factor is inherent in the 
long and continuing series of Federal deficits. Even 
conservative investors are more common-stock minded 
today than they were a decade ago or five years ago. 
Increased popularity of equities, reflected in percentage 
of stocks in the average investment portfolio, tends 
somewhat toward a scarcity market, once the major 
trend turns upward. 

4. Business men and investors observe that six years 
of political experimentation have not yet ruined us, 
probably believe that the most radical phases of reform 
are now behind us and apparently have become con- 
vinced that there is more profit in “playing ball” than 
in vainly waiting for completely clear skies. Results of 
the primaries to date appear to justify hope of a gen- 
erally more conservative and independent Congress. 

5. The tendency of regulation has definitely been to 
make for more sustained market movements, and more 
violent movements than formerly. This was demon- 
strated in the 1935-36 bull market. It was demonstrated 
in the August-October slump last year by the small 
scope of the technical rallies. It has been demonstrated 
again on the upside since June 18. 

On the whole we rather doubt that any purely tech- 
nical market correction—surprise bad news from Europe 
or elsewhere being a wholly different matter—is likely 
to exceed one-third of the advance since June 18. That 
conjectural limit is around 105 in our daily industrial 
index. In recommending selective commitments for 
longer term purposes, we suggest that the scale-down 
buying technique is a sensible guard against either “mis- 
sing the boat” or buying too much too soon. 
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y/ Raw Material Prices Are Rising 


y Finished Goods Trend Lower— 


What of Profit Margins? 


A Realistic Appraisal of Conflicting Forces 


BY HENRY L. 


r 

_ months ago rubber was selling for 114% cents a 
pound: today it is 16 cents. Over the same period lead 
is up from 4.35 cents a pound to 4.75, zinc from 4.15 
cents to 4.75, tin from 35 cents to 43. Hides are up 
between 2 and 3 cents a pound and copper, which with- 
in the past three months sold as low as 9 cents, is now 
above 10. Scrap steel at Pittsburgh has soared from 
$11.75 a ton close to $16 a ton. Indeed, with the prin- 
cipal exception of cotton and the various grains the 
price of which has been held down temporarily by 
large supplies pressing on the market and by weakness 
in the pound sterling, quotations for raw materials 
have been strong and from present indications will 
work higher. 

In the face of this, it is something of a surprise to 
find the big mail order companies issuing catalogs for 
the fall and winter with prices averaging 8 or 9 per cent 
lower than the spring and summer books and that retail 
prices generally have as yet shown no real disposition 
to advance. Also, we find farm equipment and machin- 
ery companies lowering prices. Caterpillar Tractor ap- 
pears to have been the first of the large companies to 
move in this direction. In June Caterpillar announced 
price reductions on tractors ranging from $150 to $650 
and on diesel engines reductions ranging from $175 to 
3750. More recently, International Harvester announced 
something closely approximating a one-cent sale. Pur- 
chasers of a “Farmall 12” tractor in the months of 
July and August are to receive free any one of six 
implements which customarily sell for about $100. Then, 
it might be noted that the first automobile company to 
announce prices on next year’s models has made reduc- 
tions and it is being generally assumed that this estab- 
lishes a precedent for generally lower car prices next 
year. One could go on and cite further instances of 
price reductions in the machinery field: in addition 
which the market for household equipment and appara- 
tus has been anything but strong. 

Possibly, however, the strangest case of price discrep- 
ancy is to be found in the steel industry. Despite an 
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BLACKBURN 


unprofitable rate of operations, higher prices for scrap 
and with costs generally high and more-or-less rigid, the 
industry has just put into effect drastic reductions on 
almost every important steel product. Moreover, a daily 
dither runs through the industry when further cuts 
are rumored. 

The present Administration, of course, still stands for 
higher prices for producers of raw materials and lower 
prices for those who produce finished goods. It is ap- 
parent, however, that the present situation is an impos- 
sible one. One cannot wage a successful war on “monop- 
oly,” basing point systems and price-fixing generally, 
impose a constantly mounting tax burden, be utterly 
opposed to wage reductions and at the same time insist 
upon higher prices to those that produce raw materials. 


Raw Materials 





Such cross-purpose policies are bringing narrower profit 
margins—in many cases no profit margin at all—and, 
assuming that the capitalistic system is to continue, 
something must give way before long. The break will 
come in the price of finished goods: these, though tem- 
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porarily in a downtrend will reverse and follow raw 
materials upwards. 

The background is such as to make this inevitably so. 
From the monetary standpoint it is decidedly inflation- 
ary. The budget again is whoppingly out of balance and 
every dollar borrowed by the Government over and 
above its revenues—quite artificially, of course—adds to 
purchasing power. For a while at least it seems politic- 
ally impossible that fiscal sanity can be made to return 
to Washington. Now, it is true that monetary tinker- 
ings, whether of the credit structure or the currency, 
usually act first upon the more sensitive raw materials, 
nevertheless their effects are exceedingly broad and are 
not in the long run escaped by consumers goods or ser- 
vices. Thus, one may expect to become operative shortly 
a powerful force tending to raise all prices. 

Another point leading to the same conclusion is that 
business improvement by itself, and without benefit of 
monetary factors, tends to raise prices of all kinds. Pos- 
sibly it may be said that previous pump-priming pro- 
grams have had as their primary objective the raising 
of prices, but the present one has been embarked upon 
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Fairchild’s Index. 


with the specific intention of bringing about a recovery 
in business. One can point out that such stimulation is 
not likely to be lasting and that the current waste of 
Federal funds makes it certain that there will be grave 
problems some time in the future, but similar spending 
tactics worked once, for a while, and there is no reason to 
suppose that they cannot succeed temporarily a second 
time. Hence, the valid expectation of business improve- 
ment this fall and next year is another reason for expect- 
ing a generally rising price trend. 


Effects of Rising Taxes 


Nor must one forget the effect of rising taxes and 
other items of cost. It may be true that the Govern- 
ment budget is hopelessly out of balance, but this does 
not alter the fact that more money is being raised by 
public bodies today than ever before in the history of 
the country. Possibly for a while taxation on corpora- 
tions can be taken from the pockets of those who own 
the business, but in the long run it must inevitably be 





covered by the price of the product. Exactly the same 
may be said of rising wages. The fixation of minimum 
wages by the Government is surely going to tend 
towards higher prices for finished goods and to this ex- 
tent works against the Government’s own policies of 
keeping such prices down. 

So far as the profits are concerned of those who turn 
out finished goods, it becomes a question of whether the 
various methods of “control” can hold prices to the con- 
sumer down in the face of the forces operating in the 
opposite direction. Or, rather it is a question of how long 
the present situation of narrowed, or non-existent, profit- 
margins can exist. It is our opinion that before the end 
of the present year a firming tendency in finished goods 
will be discernible and that there will be a series of sharp 
increases in 1939. 

Although from this it would follow that no great bet- 
terment in business profits can be expected before next 
year, it does not preclude the possibility of making some 
progress in the meantime. Higher raw material prices 
and lagging prices for finished goods unquestionably 
make for a narrower margin of profit, but there is at 
least the advantage that the former tend to reduce, or 
even eliminate, inventory losses. Those of the big rub- 
ber companies, for example, which make mid-year in- 
ventory adjustments would have made a sorry showing 
had not the price of rubber staged an almost sensational 
recovery in the latter part of June. To some extent 
lower prices for raw materials make inventory problems 
for every manufacturer and higher prices lessen them. 


Some Progress Expected This Year 


Then, too, even though it does result in no remark- 
able examples of earning power, progress over the bal- 
ance of the year is possible through increased activity. 
It is known, for example, that the combination of higher 
raw material prices, apparently fixed labor costs and 
the drastic reduction in the price of finished steels, makes 
the majority of corporations in this industry decidedly 
unprofitable at their present operating rate. The story, 
however, would be quite a different one were the oper- 
ating rate to rise from, say, 40 per cent of capacity to 
60 per cent. If the operating rate were to go higher than 
this, earnings probably would be surprisingly large when 
one considers the handicaps under which the industry 
currently struggles. Certainly the results would be sur- 
prising if, under these conditions, prices of finished steel 
over the next few weeks regained some of the ground 
they have recently lost. And, indeed, this is not unlikely 
to happen. 

Matters vary tremendously, of course, from one com- 
pany to another but in conclusion it may be said that 
those which are currently suffering from narrowed profit 
margins and a relatively low rate of production are pass- 
ing through, or have even seen, the worst. From the 
standpoint of the prospective stockholder the implica- 
tions are clear. It means that he cannot possibly judge 
the value of a security on the basis of what is being 
earned at the moment, or even on the basis of what is 
likely to be reported for the third quarter. Many have 
missed the recent rise in the market because of failure 
to realize that a high ratio of price to earnings is not 
applicable to a situation where forces are in motion but 
whose effects have not yet been felt. 




















A New Age 


in Agriculture 


Science Industrializes the Farm 


BY L. F. LIVINGSTON 


Manager, Agricultural Extension Division, 
E. I. du Pont de Nemours & Co. 


Ti look into the future and attempt to describe the 
farm of tomorrow requires more valor than discretion. 
However, this one thing seems certain to one peering 
through the fog of many policies and the conflicting 
conceptions of agricultural progress. The farm of the 
future will be chemically controlled. Indeed, it is not 
too fantastic to imagine that on the farm of the future 
the small chemical laboratory will be as common a 
sight as the silo is today. 

Fundamentally, agriculture is a chemical process, pre- 
sided over by Mother Nature, who 
combines certain chemicals derived 


ponics.” This is no new discovery. For 75 years scien- 
tists have been studying the natural laws of plant 
growth from plants grown in water containing nutrient 
salts, but it is only recently that tank farming has been 
placed on a commercial scale by a few scientific men. 

The fact that tomato and tobacco plants grew to 
giant size under such conditions caught the popular 
fancy, and imagination began to picture pantry gardens, 
roof-top fields and the extinction of the plain dirt 
farmer with his tractors and plows. 

It ill becomes any one who can 
remember when the usefulness of the 





from the soil and makes carrots and 
apples and trees. The agricultural 
scientist will in the future, as he has 
in the past, find means of hastening 
the natural processes in order to 
simplify production, reduce waste 
and adapt the harvest to meet the 
everchanging requirements of the con- 
sumer. 

Such has been the pattern of agri- 
cultural progress for generations, and 
such it is likely to be in the future, 
with no great variation. 

Agricultural progress is being ac- 
celerated by such factors as an active 
public interest, by the presence with- 


"Developments are coming 
out of research that cause one 
to rub the eyes. Hundreds of 
synthetic materials as good or 
better than the natural product 
are now in common use, and 
their number is increasing daily. 
Most of these are develop- 
ments of the organic chemical 
industry, and the farmer is be- 
ing asked to produce the raw 
materials for them." 


motor car was doubted by all but a 
few, and when any one who seriously 
entertained the idea that man could 
fly on man-made wings was the ob- 
ject of derision to set a limit to the 
possibilities of anything. It does 
seem, however, that the dirt farmer 
is safe, at least fora while. The heavy 
outlay for proper equipment and the 
intricacies inherent in the process 
would appear to limit tank farming 
for the present to the growing of 
certain special crops for the out-of- 
season market, and for the growing 
of food in places where temperature, 





in the industry, increased each year 

by thousands, of young graduates of agricultural col- 
leges, and by a wider recognition of the fact that re- 
search can solve the problems of the farm just as it 
does those of the manufacturer. 

Application of the facts developed by research point 
the way to the goal of higher quality and lower produc- 
tion costs. The rate at which this research progresses 
is the determining factor in the time required to reach 
this goal. Financial support is today increasing that 
rate. 

One of the most spectacular of the recent chemical 
developments is the growing of plants without soil, a 
process which may be called “Tank Farming” or Hydro- 
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light and humidity conditions are 
favorable but where soil is lacking. 

Those who are today successfully operating tank 
farms on a commercial scale are experts familiar with 
the technique of regulating precisely and unerringly the 
environmental conditions in which the plants are grown. 
They know the exact requirements of the crops at all 
stages of their growth and are able to make the delicate 
replacement adjustments necessary for keeping the cor- 
rect nutrient balance in the growing solution. In other 
words, they are specialists, gathering a specialized 
harvest. 

Extensive experiments now going on in this field will 
certainly iron out many of the difficulties which now 
must be met by the tank farmer. Perhaps the future 
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will develop enough practical technicians so that the 
dirt farmer will set aside a portion of his farm for the 
growing of certain of his crops in nutrient solutions 
rather than in the soil. 

Undoubtedly there is already a definite place in agri- 
culture for tank farming. Vegetables can be and are 
being raised to meet the top-price market. Fresh vege- 
tables can be furnished in places where they were un- 
known before. A perfect example of the latter case is 
at Wake Island in the Pacific Ocean, where it is said 
that tank farming is already being developed. There 
prevails at that place a tropical climate, but no soil. 
Progress in aviation has made it necessary for man to 
live there, and progress in agriculture will make life 
there far more comfortable. 

Extensive experiments in the science of plant path- 
ology and soils chemistry are in progress which may 
lead to little-dreamed-of improvements in growing tech- 
nique. It is known that even now plarts can be pro- 
duced nearly to order by varying their diet, and it is 
indicated that manufacturers will be able to specify, 
and farmers produce, raw materials peculiarly adapted 
to their intended use. The pathological work on Tung 
trees indicates the production of nuts with a far su- 
perior oil to that now obtained from China. Soybean 
oil can replace 25% of linseed oil in paint, but research 
may soon produce a bean, the oil of 
which will replace linseed entirely. 

Physicians will be able to prescribe 
and their patients obtain, foods spe- 
cifically adapated to their special 
physical needs. Vitamin A content 
of eggs can be increased 500% 
through feeding cereal grass cut at 
first jointing. Levulose sugars for 
diabetes patients are now made from 
Jerusalem artichokes and common 
dahlias. Vitaminized milk and bread 
are common. 

Experiments with plant metabol- 
ism, enzymes, hormones and other 
factors of plant growth point to hun- 
dreds of ideas which will change farm 
technique and farm practice. 

It has been found that certain 
chemical compounds are capable of 
controlling structural formation in 
such a way that one part of the plant 
is inhibited while the other is stimu- 
lated. Specifically, this knowledge is 
at present applied to the forcing of 
root growth on cuttings or shoots 
normally difficult or slow to root, 
thereby greatly facilitating the work 
of the horticulturist. Extension of 
these studies will further revolution- 
ize that field of agriculture. 

Many scientists believe that man’s 
most formidable enemy is the insect 
and his allies, fungi and bacteria. But 
for research, it seems likely that these 
bugs would have destroyed us long 
since. No industry is so beset by this 
enemy as agriculture, whose annual 
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losses due to pests are reckoned in the billions of dollars. 
Conditions more favorable to the growth and spread of 
pests have come with increasing density of population 
and increasing facility of transportation. Mechanical 
measures for their control having proved inadequate, 
man is resorting more and more to science in exterminat- 
ing his enemy. Animal and plant breeders are develop- 
ing strains that are resistant to attack. Natural ene- 
mies are introduced to destroy them. Above all, chemi- 
cal research gives the promise that man will have little 
difficulty in controlling pests however savage and per- 
sistent. 

Thousands of insecticide compounds are made and 
tested each year in laboratories and test plots. Many 
of these are found to be effective and safe and already 
have proven their value. The day will come when 
Japanese beetles and grasshoppers, even wood-ticks and 
chiggers will no longer harass the farmer and the man 
who works in the fields and forests. 

The farm of the future will doubtless present a differ- 
ent physical picture. Farmers will gradually change 
their field layouts in line with new farming techniques 
which involve the use of constantly modernized ma- 
chinery, the institution of soil erosion control methods, 
over-head and underground irrigation, drainage and 
fertilization, farm chemical (Please turn to page 544) 
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Two Keys to Reeovery 


Motors and Building Construction Still Dominate the Outlook 


BY WARD GATES 


( a any industry and ask an informed opinion as to 
its outlook—and you will most likely be told that “it 
depends on the general business trend.” That is largely 
true, for no industry operates in a vacuum. We live, 
indeed, by taking in each other’s washing and all eco- 
nomic activities are more or less inter-related and inter- 
dependent. Nevertheless, there is an essential difference 
between supply industries—such as steel or chemicals or 
copper—and industries selling finished goods to the 
ultimate consumer, such as automobiles, construction, 
farm equipment, household apparatus and so forth. 

If any industries may be considered primary origina- 
tors of business activity, they fall in the latter class. 
By a big margin the two most important of them are 
the motor industry and construction—vast consumers 
of materials, vital sources of employment, the bread and 
butter of dozens of supply industries. Together they 
consume nearly one-third of the output of the steel 
industry and provide the railroads with millions of cars 
of freight. Dependent upon one or the other or both— 
in some instances in major degree—are such diverse 
industries as lumber, copper, lead, zinc, tin, aluminum, 
nickel, rubber, upholstery materials, paint, glass, cement, 
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hardware, plumbing and heating equipment, electric 
household appliances, brick, tile, slate, stone, gypsum 
plaster, asphalt and asbestos roofings. The list is far 
from complete, but the items mentioned suffice to bring 
home the tremendous roles that these two fields—auto- 
mobiles and construction—play in our economy. If each 
could recover the peak volumes attained in the 1926- 
1929 period—a large order—such activity would directly 
or indirectly require the services of millions of additional 
workers and the back of our unemployment problem 
would have been broken. 

Since they constitute the two most important keys to 
industrial recovery, there is some logic in linking the two 
industries for joint discussion. Otherwise, at least on 
first glance, they have little or nothing in common. The 
motor industry is highly organized and integrated— 
dominated by a few manufacturing enterprises which 
represent the last word in efficient mass production. 
Construction is at the opposite pole. It is not really an 
industry. It is a sprawling, unorganized, unintegrated, 
inefficient, high-cost aggregation of almost innumerable 
local contractors, speculative builders, architects, real 
estate brokers, dealers in building materials, mortgage 
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lenders and manufacturers of materials. 

Today the Federal Government is 
making an extraordinary effort to stimu- 
late construction by direct spending, by 
loans and subsidies and by F H A insur- 
ance of private mortgage lending. This 
drive centers primarily on _ residential 
building, in which field the need is 
greatest and most acute. It would be 
easy to exaggerate the effectiveness of 
the Government program in its relation 
to our total economic activity. Vision- 
aries point to potential demand for mil- 
lions of dwellings. Everybody also 
would like to have two brand new auto- 
mobiles, a dozen suits and what have 
you. Effective demand alone has mean- 
ing; and there is not effective demand 
at present or in nearby prospect for 
more than a relatively small fraction of 
the grandiose totals of dwellings that 
political planners and social workers are 
dreaming about 

Moreover, for the sake of perspective, 
it should be noted that in the biggest 
building boom we ever had, all types of 
residential building averaged less than 40 per cent of 
the total volume of construction. During the past sev- 
eral years, with the ratio of public works substantially 
increased, residential construction has averaged less than 
a third of total building. 

To some extent the theory of reviving residential 
building as a spark plug for industrial expansion puts 
the cart before the horse or at least reverses the his- 
torical relationship. Mere population growth of itself 
If it could do so we would 
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Assembly turntable in the Packard Piant 


have seen housing booms in India and China. The 
formerly fast rate of population growth in this country 
was largely due to its industrialization and rapid long- 
term economic expansion. These forces induced both 
heavy immigration and a high birth rate. They created 
both a need for housing and the wherewithal for satisfy- 
ing such need. The decades of railroad building were 
accompanied by several housing booms. The flowering 
of the automobile industry in the decade of the °20’s 
and the great expansion of electric utility facilities in the 
same decade had much more to do with the building 
boom of that era—including residential construction— 
than is commonly realized. To bring home this fact 
all one need do is take the dynamic building figures of 
Detroit, Cleveland, Toledo and other centers of manu- 
facture of automobiles or automobile parts during the 
°20’s and compare them with the much more static 
figures in cities less directly affected by the growth of 
the motor industry. 

Now, of course, we are not through with industrializa- 
tion and long term growth of economic activity. There 
may be dynamic new industries over the horizon which 
we can not now visualize any more than we could have 
visualized the motor industry forty years ago. Appli- 
cation of Diesel power is still in its infancy and has 
fascinating possibilities in various directions. The air- 
plane industry is still young. So are air-conditioning 
and plastics. The chemical industry still has great 
frontiers to explore. We can probably count on addi- 
tional secular growth in application of electric power. 

But there is no single economic transformation in 
sight which appears capable of favorably affecting con- 
struction in such degree as did the building of the rail- 
roads or the advent of the motor industry. It must be 
realized that the construction boom of the ’20’s rested 
upon both an unusual conflux of favorable economic cir- 
cumstances and an unprecedented speculative expansion 
of credit. 
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To cite these realities is not by any means to take a 
hopelessly pessimistic view either of the outlook for con- 
struction or the outlook for business recovery. During 
part of last year—with the dollar volume of construc- 
tion of all types less than half the average of 1923-1929— 
our per capita business activity increased above the 
1923-1925 level and stopped no great distance short of 
the 1929 level. Even allowing for the expansion of 
Government debt incurred in pump priming endeavors, 
that performance involved considerably smaller use of 
credit than did the 1923-1929 boom and it was made 
possible, of course, by the fact that cyclical revival in 
other industries and secular expansion in new or still 
growing industries more than outweighed the lag in 





fashion through the recent depression. It is quite pos- 
sible that for the year as a whole residential building 
may come close to the 285,000 units built last year. 
It is certain that a general economic recovery equal to 
that of 1936-1937 would carry total construction very 
substantially above present levels and probably some- 
what above the highest level reached at any time during 
the first New Deal recovery. However debatable in 
long range soundness, Government-financed slum clear- 
ance and the liberalized F H A mortgage set-up are 
definitely on the stimulating side. On the favorable 
side also is the beginning tendency of big financial inter- 
ests—for example, the Metropolitan Life Insurance Com- 
pany—to develop large scale housing projects for rental 


construction. Assuming an 
adequate revival of private 
financing and business invest- 
ment—to supplement presently 
increasing Government spend- 
ing—there would seem to be 
no #conomic reason why we 
can not in time attain a per 
capita business activity sur- 
passing that of 1929. This pos- 
sibility, of course, is highly 
conjectural. It does not deny 
the probability that at best 
future secular expansion of 
economic activity in this coun- 
try will tend to be slower from 
decade to decade than in the 
several generations prior to 
1929. It is a fact that we are 
well along the road to eco- 
nomic maturity with all that 
such status implies in declin- 
ing rate of population growth 
and a tendency to shift em- 
phasis somewhat from expan- 
sion of production facilities to- 
ward current consuming needs 
and consequent increase in 





The Two Key Industries in Recovery 
Automobiles: 


Foundation for the direct employment of more than 
500,000 workers and indirect employment of upward 
of 3,500,000 others. Provides largest single outlet for 
steel, rubber, malleable iron, plate glass, nickel, lead 
and mohair. Last year the industry used 18 per cent 
of total steel output, 75 per cent of all rubber im- 
ported, 17 per cent of domestic copper output, 6 per 
cent of hardwood lumber, 36 per cent of lead, I! per 
cent of zinc, 14 per cent of tin, 12 per cent of alumi- 
num, 28 per cent of nickel. 


Construction: 


In the 1920-1930 decade building gave direct and 
indirect employment to more persons than in any other 
occupations excepting farming and retail and whole- 
sale trade. Even at present depressed volume it is 
foundation for direct and indirect employment of prob- 
ably more than 3,000,000 persons. It annually provides 
millions of cars of freight for the railroads. Products 
for which it is either major or important outlet include 
lumber, brick, cement, paint, hardware, glass, steel, 
lead, zinc, copper, nickel, tile, slate, gypsum plaster, 
composition wall board, asphalt and asbestos roofings, 
furniture, floor coverings, plumbing and heating equip- 
ment and electric and gas household appliances. 


as a conservative and ap- 
parently promising field for 
investment. All in all, it does 
not seem fantastic to hold that 
we should be able within a 
reasonable time to attain a 
construction level around two- 
thirds that of the ’20’s or some 
50 per cent above this year’s 
probable volume. We could 
get along very nicely on that. 

Turning to the motor indus- 
try, the depression pessimism 
of its leaders in recent weeks 
has been converted rapidly to 
increasing optimism.  Rela- 
tively fast changes in motor 
sentiment, sales and produc- 
tion are typical. July sales of 
new and used cars showed a 
definitely favorable change of 
trend, reflecting the generally 
improved business outlook 
forecast by the stock market 
and by action of prices of sensi- 
tive industrial raw materials. 
Such fragmentary statistics as 
are available are sufficient to 
indicate that a major reduc- 


relative economic importance 
of service industries or ac- 


tion of dealer stocks has been 





tivities. 

On the other side of the picture, the bearish implica- 
tion of declining birth rate in relation to the construc- 
tion outlook is not a present or nearby factor of any 
importance. Babies and children do not build, buy or 
rent homes. Present adults and those who will become 
adults and family heads over the next ten or fifteen 
years make a population whose potential needs for 
housing will dwarf those of any past period. The 
obstacles to such a housing boom will not for some 
years to come lie in the matter of population. They are 
economic and financial obstacles. High costs, taxation, 
insecurity of employment, the relatively greater at- 
traction of other products competing for the consumer’s 
money and a host of other difficulties and complexities 
all combine to make home ownership less desirable or 
feasible than it should be in social theory. 

Yet despite all difficulties and excluding public works, 
residential building—and indeed the aggregate of all 
private building—has held up in decidedly encouraging 
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effected. As reported by the 

Federal Reserve Bank of Chicago—the only one provid- 
ing figures on automobile stocks—stocks of new cars at 
the close of June in the Seventh Reserve District were 
18.4 per cent lower than a year ago, while the average fig- 
ure for the first half year was 38 per cent higher than a 
year ago. This reflects rapid and progressive inventory 
reduction during the second quarter. With factory 
production declining sharply, incident to the model 
change-over period now just ahead of us, it is certain 
that July saw further working down of stocks and that 
such adjustment will be carried further during August. 
Believe it or not, some sales departments are now 
warning production chiefs of the possibility of car short- 
ages by autumn and several manufacturers are speeding 
up preparations for new model production. Although 
the national show will be held on schedule early in 
November, the more hopeful outlook for autumn sales 
will bring considerable advance in dates of dealer and 
press showings, public an- (Please turn to page 535) 
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Wir all respect to the progress of the automobile 
makers, they have never brought out a model embody- 
ing changes as sweeping as those in the new New York 
Stock Exchange. Streamlining is hardly the word for 
it—the past few years and particularly the past eighteen 
months have seen SEC and Stock Exchange engineers 
intent on new internal design. It is possible now to see 
the net effect of the experiments in the midst of a breath- 
ing spell. Looking back at the more recent changes and 
forward at those probably to come, the evidence is clear 
that their general result has been helpful. The Stock 
Exchange is not only a different place but in many ways 
a better one. Here is the chronology: 


In January, 1937, a seat on the Exchange sold for 
$134,000. 

March (1937). Rules against “free-riding” laid down. 
Brokers required to keep records showing which cus- 
tomers were providing for purchases by selling securities 
within the three-day limit allowed for posting margin, 
thus evading the intent of margin regulations. 

April. Specialists instructed to maintain orderly mar- 
kets in their issues. Responsibility for preventing wild 
fluctuations handed to the specialists in individual 
stocks. They were presumably to buy only on a falling 
market and sell on a rising one. 

May. “Daylight trading” rules applied to members 
and partners. Full margin to be maintained at all times 
during the trading session, rather than at the close. 

November. “Flash printing” inaugurated. With the 
ticker unable to keep up with transactions, up-to-the- 
minute prices of selected stocks to be printed on the tape 
at regular intervals during periods of pronounced 
lateness. 

November. Margins eased for the longs, tightened for 
the shorts. The Federal Reserve Board lowered its re- 
quirement from 55 per cent to 40 per cent on purchases 
and laid down a new rule requiring 50 per cent margin 
on short sales. 

January (1938). Commissions raised. Despite con- 
siderable opposition, higher commissions on practically 
all transactions went into effect. 

February. SEC rules on short-selling. Round-lot 
short sales to be allowed only at a price higher than the 
last previous transaction. 

March. Condition statements of brokers to be made 
available. Because of the Whitney failure, brokers 
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ordered to furnish to customers the essential data on 
their financial position. 

March. New constitution approved by members. 
Public to be represented on the Board of Governors, 
outsiders on the panel drawn up for arbitration of dis- 
putes between members and customers. A paid presi- 
dent to be chosen, responsible for equitable and efficient 
administration. 

May. Martin elected Chairman. Although later to be 
chosen for the more prominent position of President, 
the election of Martin as Chairman symbolized the rout 
of the Old Guard which was considered responsible for 
failure to gain public confidence. 

June. A seat on the Exchange sold for $51,000. 
Lowest since 1918. 

June. SEC backed up by the Stock Exchange. In- 
crease in odd-lot selling since February short-selling 
regulations of the SEC met by rule of the Stock Ex- 
change applying the same restrictions to all trades, 
regardless of size. Significant as a sign of cooperation 
between the two bodies, rather than as a solution of the 
short-selling problem. 


Changes in Prospect 


Semi-weekly settlements of transactions have already 
been approved by the Exchange, to begin September 1. 
If successful the plan may be carried further and settle- 
ments may take place only weekly. 

Broker-dealer segregation will probably be attempted 
first by experimenting with selected issues. Specialists 
in these stocks will be forbidden to trade for their own 
account. If no damage to the market is apparent, the 
principle may be extended to all stocks and to other 
classes of members. 

Brokers’ capital requirements are in line for further 
attention. Resources in larger proportion to the size of 
the business handled will undoubtedly be required, 
whether or not resort is had to bonding of partners, 
mutual guaranties, or incorporation of member firms. 

A smaller membership seems desirable from the point 
of view of the SEC. Out of the many methods pro- 
posed to reduce the number of brokers, none as yet look 
to be workable. More will be heard on this subject 
when another period of dull trading sets in. 

A mutual trust company has been suggested, combin- 
ing the securities cages and (Please turn to page 544) 
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Primary results to date show mixed trends, much in- 
fluenced by local issues and personalities, but are notable 
in that several incumbents with Roosevelt blessing lost 
out while others who boasted they were not New Deal 
rubber stamps retained their positions despite fierce New 
Deal opposition. Obviously the New Deal’s “purge” 
is less than half successful, and the collateral blacklisting 
by Labor's Non-Partisan League is making an even 
poorer showing. 


Campaign expenditures threaten some scandals, with 
hints that some seats may be challenged, but most that 
observers expect is a slight tightening of the corrupt 
practices laws relating to undue influence on voting by 
state and federal employees. This will not prevent relief- 
ers, non-civil service employees, and other federal bene- 
ficiaries from realizing who butters their bread—which is 
one of the main strength of the sitting administration. 


Monopoly inquiry scope is expanding as planners out- 
line more aspects of business policies for scrutiny. Some 





WASHINGTON SEES — 
New Deal purge not very effective. 


Attack on economic power whether or not 
misused. 


Socialized medicine a coming issue. 
Job insurance revision to be urged on states. 


Food and drug enforcement forceful but 
cautious 


Truck regulation by federal government 
due for expansion. 


New housing stimulants being sought. 
Courtship of Latin America. 


Rural electrification headed for difficulties. 








agencies have started on spade work, studying data 
already at hand, while others are still undecided where 
to take hold. Congressional members of Economic Com- 
mittee have given executive members virtually free 
rein in this part and will not become active until fall. 
Public hearings will be postponed for couple of months 
until it is decided where to strike first; then business 
witnesses will be subpoenaed to protect them from criti- 
cisms of associates for any disclosures. Report to Con- 
gress is required in January, but this will do little more 
than outline scope of work and _ preliminary 
picions, and legislative recommendations will not be 
pressed. 


sus- 


Economic power to fix prices, control production, in- 
fluence competitors, etc., whether used beneficently or 
maliciously, or not used at all, will be condemned by 
one branch of the economic investigation. Idea is that 
existence of economic power has potential effect on gen- 
eral welfare and either should be destroyed or exercised 
by government. Recommendation probably will be for 
alternate use of both remedies—forced competition 
where possible; government control where economic con- 
centration is already large. Significant that Department 
of Justice in several recent anti-trust suits suggests 
courts should condemn existence of economic power in a 
segment of an industry even though there are few 
specific instances of deliberate law violation or maltreat- 
ment of competitors. 





“Medical trust” suit by Department of Justice, possible 
only in District of Columbia because doctors generally 
are not in interstate commerce, is really aimed at nation- 
wide practice of doctors hampering growth of co-op 
health associations and group hospitalization plans. 
Comes suspiciously soon after D. C. courts upheld 
legality of local hospital co-op which medical society 
opposed and after President’s health conference which 
flayed organized medicine and proposed federal-state 
public health plans ultimately costing billions. S S Board 
is studying plans for federal health insurance, and there 
have long been rumors that socialized medicine was next 
big New Deal objective. Apparently doctors are to be 


lined up with lawyers, businessmen, tories, and other 
“unsocial” groups. 
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Unemployment insurance revision being mapped by 
SS Board will be pressed on states in January; chiefly 
more streamlined administration and higher benefit pay- 
ments to compete with WPA wages and offset com- 
plaint that taxes take out more than they put back 
into circulation. 


Latin America is object of much concern by adminis- 
tration, fearful that fascist powers will gain important 
trade and financial spheres of influence there. Steps 
taken include creation of division of cultural relations in 
State Department to offset foreign propaganda bureaus, 
revival of Export-Import bank, continued short-wave 
broadcasts, good-will military flights, interest in good 
ship service, more trade agreements, and many less 
noticed gestures. 


Venezuela trade agreement hearings will chiefly in- 
volve oil, raising old questions of major company con- 
trol, conservation vs. imports, and coal vs. fuel oil, 
with coal and oil men fighting on the same side to pre- 
vent cut in import tax which expires next June anyway 
in absence of further legislation. But most arguments 
are expected to be of type which are old stuff to tariff 
negotiators and they will be swayed more by fact that 
oil imports are less than 3 per cent of U. S. consumption 
but 70 per cent of Venezuela’s exports. 


Import competition as monopoly curb is a weapon 
sought by some New Dealers, who are urging State 
Department to manipulate foreign trade agreements to 
cut duties on commodities with “controlled” or rigid 
prices. But Secretary Hull is unresponsive, adhering to 
his basic policy and refusing to let his trade program 
become tool for extraneous objectives. 


Railroad consolidation plans will be under discussion 
next winter, with big struggle between bondholders, 
stockholders, and labor for advantage in reorganiza- 
tions, and government ownership lurking not far in 
background. Prospect is ICC will give stockholders 
least consideration, and influences are at work in admin- 
istration to squeeze out man’ bondholders also by 
putting roads through a tight wringer. 


Food and drug regulations issued so far under new law 
indicate determination to extend law to widest possible 
scope and use teeth to the utmost, natural result of long 
campaign for new law and criticisms of laxity from mili- 
tant consumer organizations. But department is adopt- 
ing careful administrative procedure which will permit 
thorough public discussion of proposed regulation 
wherever possible, afford full hearing to alleged vio- 
lators, and prevent court reverses. First sufferers are 
notoriously injurious cosmetics for which department 
has been lying in wait for years. 


Truck supervision by I C C is gradually expanding, with 
hints being dropped that government shoula study right 
of private business to haul own goods in own trucks on 
public highways in competition with common carriers. 
To meet this threat, private truckers are forming an 
association which will also fight increasingly restrictive 
state legislation. Agriculture Department is also inter- 
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1939 deficit, estimated by Roosevelt at 
under $4 billion, will actually exceed $5 
billion, financial observers predict on basis 
of current spending rate of regular govern- 
ment agencies plus future relief spending. 
Most pump-priming agencies actually have 
not put out much cash so far, and peak will 


not be reached for six months. 





ested because of restrictions on farm trucks. Significant 
that in fixing hours of service for common and contract 
drivers, IC C based findings on highway safety, thus 
paving way for similar restrictions on private truckers. 
Hearings on this phase may be scheduled in fall. Mean- 
while IC C is struggling with attempt to define proper 
sphere of activity for contract carriers which common 
carriers claim are encroaching on their business. 


TVA investigating committee will continue to sit in 
Knoxville until funds run out, then ask for more. At 
present lost in maze of counter-charges and apparent 
irregularities, eventually it will obtain a complete pic- 
ture of what is wrong. Not much weight will be given 
to the personal feuds which have been the head-lines to 
date, and greatest interest is in allocation of power cost 
figures, real basis of competition with utilities, and 
whether or not T V A is actually developing a yardstick 
of any use in measuring private utility charges. 


Small businessmen are attempting to consolidate the 
heterogeny of associations formed following Roper’s ill- 
starred conference last spring. Aim is to have a voice 
in anticipated legislation and to present a strong front in 
monopoly investigation. 


Wage-hour administration has not yet started to func- 
tion, but brain trusters predict that when it does busi- 
nessmen will complain of inflexibility and will regret 
that they were the chief opponents of delegating wide 
discretionary powers to administrative agency. 


REA spending program calls for $140 million this 
year as pump-primer, whereas it has loaned co-ops but 
$89 millions in past three years. To make showing it is 
sending missionaries, stirring up half-hearted farmers, 
pressing loans in excess of conservative need§, with result 
that expenditures will lag way behind allotments. Even 
so, utilities will feel much competition, particularly since 
REA discourages co-ops from buying power from 
utilities, encourages building own generating plants or 
buying from municipal projects. Many new rural lines 
are very flimsy, far below safety standards of utilities, 
and this plus over-borrowing and other difficulties is 
expected to cause many rural co-ops to go bust in few 
years, defaulting R E A loans. 
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Sears’ retail store, Glendale, Calif. 


Prospects Favor 


Sears Roebuck 


BY HENRY RICHMOND, JR. 


_— is probably no company more intimately known 
to people in the United States than Sears, Roebuck. 
In the form of a mail order catalog it visits periodically 
six or seven million homes. To countless families this 
vatalog is the book of the year, counted on to pass 
many pleasant evening hours for father, mother, sister, 
brother and to become eventually paper dolls at the 
hands of the younger children. Then there are the 
many millions of other families who take the initiative 
and visit one of the company’s 491 stores. These range 
in size from small units which carry for the most part 
automobile accessories, tools, etc., to full-fledged depart- 
ment stores. 

It is indeed remarkable that an organization which 
sold $537,000,000 worth of everything in the year ended 
January 31, last, does not bog down of its own magni- 
tude and complexities. It may be possible to delegate 
a good deal of authority over inventories, prices and 
local policies generally to the managers of the various 
stores and so avoid a measure of topheaviness, but 
imagine the difficulty of preparing a_ thousand-page 
catalog containing wearing apparel of every conceivable 
sort, size and color, tools, farm implements, drugs, 


500 


cosmetics, housefurnishings and whatnot —and_ then 
seeing that you have all these things on hand or that 
you are in a position to obtain them at a price which will 
show a profit at the catalog figure! 

Yet, while the difficulties obviously are formidable, 
the record of Sears, Roebuck & Co. as a money maker is 
one which has few blemishes. From sales of $537,000,000 
in the last fiscal year, a net profit of $30,828.248 was 
derived, or the equivalent of $5.58 a share on 5,526,943 
shares of common stock. For the year to January 31, 
1937, sales were $495,000,000 and the net profit $30,660,- 
198, or the equivalent of $5.60 a share on 5,476,478 
shares of common stock. The operating profit margin 
was narrower in the later period owing to the relatively 
greater cost of sales and advertising, selling, administra- 
tive and general expense. 

In the case of Sears, Roebuck the holders of the com- 
mon stock are the sole owners of a business unencum- 
bered by the claims of others except for debts contracted 
in the course of the day’s work and minor mortgages. 
These holders of the common stock have a good deal 
behind their certificates. They own an interest in 491 
retail stores, the larger of which for the most part were 
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built by the company on land which it itself owned. 
There has been constant expansion in the retail store 
side of the business since 1925 when Sears first decided 
to broaden its scope beyond the mail order field. There 
were a number of reasons for doing so: the company 
wished to tap the urban areas from which it derived 
little business. Then there were the changing habits of 
the farmer and his inclination to drive to town and 
actually see and touch the merchandise he bought. To 
better serve this trade Sears usually places its stores 
just outside a center so that there can be plenty of 
parking space. 

Today, the stores operated by Sears, Roebuck do a 
larger volume of business than is done by the mail order 
division. The ratio is around two-thirds to one-third. 
Two-thirds of last year’s sales volume of $537,000,000 
would be about $360,000,000. An idea of the company’s 
competitive position in the chain store field may be 
obtained by comparing this figure with the sales of other 
companies. Last year J. C. Penney’s business totaled 
$275,000,000, that of F. W. Woolworth, $305,000,000. 

In addition to the interest owned by a Sears, Roebuck 
stockholder in 491 stores, their fixtures and their inven- 
tories, he has a stake in ten mail order plants and a num- 
ber of factories producing goods which the company 
believes cannot be obtained satisfactorily on the outside. 
The gross property investment is about $144,000,000 
which becomes a net investment of $88,500,000 after a 
$55,500,000 reserve has been deducted for depreciation of 
buildings, equipment, furniture and fixtures. 

The net investment in property unquestionably is a 
very conservative figure. Sears, having sunk nearly 
$22,000,000 in fixtures for the retail division, most of it 
within the past ten years, now carries these items on 
its books at about $6,000,000. In this same connection 
two significant points were made in the last annual 
report. It was brought out that while the company 
paid total dividends of $5.50 a share out of reported 
earnings of $5.58 a share, it was nevertheless subject to 
an undistributed profits tax of no less than $772,000, 
owing to the fact that the Government refused to allow 
credit for all the depreciation and reserves which it was 
deemed advisable to set up. The second significant 
point bearing on the conservatism with which Sears, 
Roebuck keeps its books was the statement that it 
anticipated lower depreciation charges for the current 
year “inasmuch as the capital investment in 191 of our 
491 retail stores has been entirely written off, even 
though all the stores are completely equipped.” 

The working capital in which a stockholder of Sears, 
Roebuck has an interest is, of course, relative to the 
rest of the business. As of last January he could credit 
himself with a share in cash and marketable securities 
totaling more than $19,000,000, in receivables of $53,- 
000,000 (substantial reserves already deducted) and in 
an inventory of $102,000,000. On the debit side of the 
stockholder’s stake would be his share of the current 
liabilities which amounted to roughly $34,300,000, but 
even so this would still leave him an interest in work- 
ing capital aggregating $140,000,000. ° 

Nor is this all that lies behind a Sears, Roebuck stock 
certificate. There are certain miscellaneous assets— 
mortgages receivable, investments in subsidiaries doing 
an insurance business and, perhaps the most important 





of all though it is carried un the books at only $1, the 
matter of goodwill. This last obviously is of great value: 
it is the intangible something which makes people enter 
a Sears, Roebuck store in preference to some other store; 
that makes them order from a Sears, Roebuck catalog 
instead of the catalog of a competitor. Sears has been 
adding to the value of its goodwill now for more than 
fifty years. 

Let us return to the matter of inventory, for the 
management of this item is really the heart and soul of 
all retail businesses. The $102,000,000 of the stock- 
holders’ moneys which Sears, Roebuck had invested in 
merchandise was there because the company’s manage- 
ment confidently expected to be able to sell it for more 
than it cost. Based on long and successful experience 
the management’s confidence will not be misplaced, but 
clearly the question of price is of primary importance. 
If prices go up, Sears, particularly in the mail order divi- 
sion, will be in the position of shading the market 
a situation which the customers will realize and result 
in their buying freely. If on the other hand, prices go 
down the situation will be reversed; Sears will be above 
the market and sales will fall off until such time as it 
revises its price tags and foregoes a normal margin of 
profit or even takes losses on part of its merchandise 
inventory. 

The record reveals a high degree of skill in coping 
with all ordinary price fluctuations. This is done by 
expanding inventory when prices appear headed upward 
and contracting them when the trend seems down. For 
example, the company states that, like most firms, in- 
ventories were built up substantially during the spring 
and summer of 1937, but that a change in the basic 
trend was recognized early and surplus merchandise was 
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All photos in this article by courtesy of Sears, Roebuck and Co. 


Above is shown part of Sears’ mail order department where mixed orders ae 


assembled for shipping. 


ments at the end of January were 28 per cent under 
those of a year ago. 

Or, looking further back: Sears suffered severely in 
the 1920-1921 depression. It made money in 1930 and 
1931, when so many other companies slipped into the 
“red” almost immediately after the crash in the autumn 
of 1929. However. a large loss was reported for the 
generally disastrous 1932. Thus, it would seem that 
there is only one thing that can drive the world’s largest 
merchandiser into losses: this is an exceptionally steep 
decline in prices, adverse in itself and bringing adverse 
repercussions. 

The reason for the discussion of unhappy periods in 
the history of Sears, Roebuck is that if the prospect 
favors no steep decline in the general price level, there 
is the utmost assurance that 
the company will continue 
a profitable enterprise. Nor 
should it be hard to decide 
that the trend of prices from 
this point is upward and there- 
fore favorable rather than harm- 
ful. It is true that retail prices 
in many instances have not re- 
versed the downward drift that 
has been in evidence now for 
the better part of a year. Sears, 
Roebuck itself in the fall and 
winter cataleg which has just 
heen issued quotes prices ave- 
raging 8 or 9 per cent under 
those of the spring and summer 
book. But this does not alter 
the fact that we still have to 
feel the inflationary effects of 
the Government’s pump-prim- 
ing program, that bounties to 
the farmer, higher taxes for 
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everyone, the fixing of mini- 
mum wages and shorter hours, 
all spell higher prices eventually, 
On the other hand, while the 
depression is dying, it is not yet 
dead and its effects are to be 
seen in the 12 per cent decline 
in sales’ volume which Sears re- 
ported for the twenty - four 
weeks to July 16. Furthermore, 
one must not overlook that 
many of the factors cited as 
tending to bring about the rising 
price trend favorable to Sears, 
Roebuck are also adverse to 
the company from another di- 
rection. The prospect of higher 
taxes and higher costs gener- 
ally, for example, are directly 
adverse. Sears, Roebuck itself 
is not insensitive to a mounting 
tax bill, for the last annual re- 
port stresses the fact that the 
1937 tax bill was over $5.000,000 
for local and state taxes and 
over $9,000,000 for federal taxes. 
Also, the point was made that the ratio of the total tax 
bill to final net income was 461% per cent in 1937, 3814 
per cent the previous vear and 18.9 per cent ten years 
ago. Not inc uded are the sales taxes, Social Security 
taxes and simiiar taxes for which the company acted as 
collector. ‘Thess totaled amost $6,000,000 in 1937. 
While on the subject of taxes, it is not to be forgotten 
that now that Sears has become so much of a merchan- 
dising cha'n it is gieatly interested in the war being 
waged by indepen lent retailers on the chain system of 
doing bus ness. Sears. Roebuck, of course, is not sit- 
uated as some of the chain groceries: it has fewer out- 
lets, the larger of which might well be able to exist 
despite dscrim‘natory taxation, and its profit margins 
are generally wider. Even so, (Please turn to page 544) 


eas 05% 34% 


National headquarters, home office and mail order division of Sears in Chicago. 
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Recovery Outlook and 


Mid-Year Dividend Forecast 


Part Il—Steel, Motors and Accessories, 


Tires, Chemicals, 


bacco, Movies, 


Liquors, 


Foods, 


Sugar, To- 


Meat Packers 


Under such circumstances 





- earnings and dividend 
outlook are of primary concern 
to investors at this time. Un- 
favorable second quarter re- 
ports for many companies are 
reflecting the poor level of gen- 
eral business throughout the 
first half of the year, but with 
modest improvement discern- 
ible in many lines these figures 
seem unlikely to be duplicated 


: : 3 INDUSTRY 
in the following six months.  ,a~ Active, further oblige talk 
cated, 


Dividend margins that have 

been perilously impaired may ®~A*tivg, further progress may 
consequently be bolstered. On ¢ 
the other hand, the drastic 
modification of the undistrib- 
uted profits law relieves a great 


Depressed, prospect for re- 
covery favorable. 


D—Depressed, no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


this Mid-Year Dividend Fore- 
cast should prove of particu- 
lar interest and help. For 
convenience it is presented in 
three parts. 

Part I, covering the Rail- 
roads, Public Utilities as well 
as the railroad, electrical, busi- 
ness, agricultural and machine 
equipment companies appeared 
in the issue of July 30. Part 
Il] dealing with Steel compa- 
nies, Motors and Accessories, 
Tires, Chemicals, Foods, To- 
baceos, Liquors and Movies is 
in this. Part III which will 
take up the Oils, the various 


The 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 


2—Improvement in earnings ex- 
pected. 


3—Gain in earning power may 
be slow. 


4— Earnings outlook  unfavor- 
able. 





number of companies of the 

necessity of paying out so large a proportion of their 
earnings as heretofore and may result in rates being re- 
duced in order to rebuild reserves. The months between 
now and the year end will doubtless see many significant 
changes in accordance with the course of business profits. 


divisions of merchandising, 

Metals, Aviation and Building as well as many miscel- 

laneous industries will appear in the issue of August 27. 

The tables and comments comprising this feature are 

accompanied by our investment ratings which are ex- 
plained in the table above. 





Chemical Outlook Is Improving 


—_— in its own language, the situation of the 
chemical industry at the moment can be summed up as 
PH, ... one part actual Progress, three parts Hope. It 
is known that customers have reduced their inventories 
to a point which will brmg a buying wave provided 
general business can continue its moderate gains. In- 
quiries have already become more frequent, and prices 
have firmed with the improvement in sentiment. Trans- 
lation of this tendency into actual sales and _ profits, 
however, is still a matter of the future. Current busi- 
ness, even with the recent slight pickup, would hardly 
justify the prediction of a substantailly better second 
half-year. 

Yet it would be difficult to look any distance into the 
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future without recognizing the fact that the possibilities 
and the probabilities are all on the encouraging side. 
No industry in this country can go forward without 
having its effect on the chemicals. Whether it be tex- 
tiles or building, automobiles or paper, steel or pe- 
troleum, the leaders in Fall business will contribute to 
the earnings of the chemical companies directly and im- 
mediately. It is clear, therefore, that the only justifica- 
tion for assigning the industry a drab rating at the pres- 
ent time would be a refusal to concede any important 
segment of business the chance of extending the present 
edging forward movement into a definite pickup. 

The chemicals cannot institute a boom of their own 
but they have advantages over practically all of their 
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customers. Labor costs play so minor a role in the 
business that increasing volume at reasonable prices 
must almost inevitably result in net profits. Perhaps 
because of its youth and continual progress, prices are 
in a sense secondary; competitive factors do not lead to 
impairment of profit margins to the point where volume 
is attained periodically at the expense of stability. Fur- 
thermore, during a rising trend, the industry is favored 
by the leverage of heavy depreciation charges on its 
large plant investments. The leverage factor produced 
a drop in earnings in the first half amounting to per- 
haps twice the drop in sales; its effect in reverse will be 
in similar proportion. 

The companies which specialize in one or two prod- 
ucts or which sell to a limited body of customers will 


Many of this 
type, however, are strongly affected by a seasonal pat- 
tern which lumps their profits into a short period, and 
it is possible that on balance this will work in their 
favor, if conditions improve sufficiently by the latter 


run the danger of a “spotty” recovery. 


part of the third quarter. The larger enterprises will be 
in position to benefit whenever the business is available 
and results over the last half of the year will gain by 
comparison with a year earlier, when profits had already 
begun to turn down. Although the market sets a high 
value on the better equities in this industry, the ad- 
vantages already enumerated and the prospect of fur- 
ther long-term growth combine to recommend them 
highly for investment purposes, despite the low yields 
which are characteristic of the industry. 





Position of Leading Chemical Stocks 





Earned Per Share 
1st six months 


Price Range 


Divs. 
Recent Paid 







































































































































































COMPANY 1937 1937 1938 High Low Price 1938 Rating COMMENT 

Air Reduction............. 2.85 1.67 -66 65%, 40 62 1.00 C-2 Pickup i in steel and rail equipment activity would be impor- 
tant spur to earnings. Regular 25 cent dividends should be 
the minimum. 

Allied Chemical & Dye..... 11.19 NF NF 184 124 180 3.00 C-2 Earnings probably sale eeniiel dividends in first half, 
but trend is turning and regular payments are reasonably 
secure. 

Amer. Agricult. Chem... ... 8.86c 3156 2.04b 845, 49 84 2.25 B-3 Strong finances would permit large dividends even though 
fertilizer sales should fail to make broad gains. — 

Amer. Commercial Alcohol.. 4.88 1.52 -10 143%, 9 13 ees C-3 Trade situation must improve to make dividends likely. 

Amer. Cyanamid “B"’....... 2.09 1.13 -19 2672 1514 24 .30 C-2 Continued expansion requires substantial cash resources; 
dividends hinge on profits. 

eS eee eee 4.40 2.78 52a 58 36 57 1.00 C-2 Regular $2.00 dividend rate should be maintained. 

Columbian Carbon.......... 8.31 4.69 1.32a 9814 53% 92 2.00 C-2 Earnings lower, but fourth” quarter prospects are promising. 

Commercial Solvents........ -60 -33 def.a 12%, 5% 12 Bate C-3 _ Dividends not ii in near- -term | outlook, 

Dow Chemical............. 4.15¢ esa 3.91f 1401, 87% 134 2.25 C-2 Regular 75 cent ‘scuiiiil payments appear to be in no 

anger. 

*du Pont de Nemours........ 7.29 3.41 1.36 133%, 901% 133 1.00 C-2 Earnings should turn quickly with general business, but div- 
idend policy will be contingent upon General Motors 
payments. 

*Freeport Sulphur........... 3.30 1.56 -52a 31% 19% 31 1.00 C-2 Profits should continue to support $9. 00 onal dividend 
rate. 

Hercules Powder........... 2.97 2.33 -73 65% 424, 62 -65 2 Good financial position will allow generous dividends in 
relation to earnings. 

Heyden Chemical.......... 3.94 2. 52 ee 371% 27 36 -80 C-3 Current dividend rate will II probably be maintained. 

Int tional Agricultural. . . . -16¢ eer nil « 3% 2 3 eek B-3 Heavy accumulations on preferred must be eliminated ve- 
ore can particip in n earnings. 

Mathieson Alkali.......... 1.81 1.10 .34 30% 19%, 30 .75 C-2 Pa sntiiies charges serve to maintain current positi 
even when dividends exceed reported earnings. 

Monsanto Chemical......... 4.40 2.49 -89 96%, 67 96 1.00 Cc-2 Pickup should be fairly prompt in line with general im- 
provement. 

Newport Industries.......... 2.22 1.47 def. 191% 9% 19 skies C-3 Volatile earnings cents to rise, but dividends not visible 
in near future. 

Texas Gulf Sulphur......... 3.02 1.53 Es 37% 26 37 1.50 C-2 Balance sheet nena together with moderate gain in snide 
will probably result in maintenance of regular $2.00 rate. 

*®Union Carbide............. 4.75 2.27 -88 87 57 84 2.00 C-2 Halved dividend rate appears secure and may be increased 
later in the year. 

United Carbon............. 5.90 3.43 1.10a 651% 39 62 1.75 Cc-2 Present rate of payments appears well within normal earning 
power. 
U. S. industrial Alcohol..... def. -77 aes 24, 131% 22 oes C-3 divide anaes bane in the year, but unlikely to result in 
ividends. 
Westvaco Chlorine.......... 1.46 .78 .62 2012 10 19 .50 C-2 With eta prospects for the balance of 1938, aeie divi- 





dend rate seems assured for the near future. 





tractive profit opportunities. NF—Not Available. 


a—First quarter 1938. b—Nine months ended March 31. c—Fiscal year ended June 30. f—Fiscal year ended May 31. 


*—In our opinion the more at- 
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Position of Leading Motor Stocks 
The outlook for the motor and accessory industry is discussed in detail on page 494. 
ter _— a arenes 
i b Earned Per Share Price Range Divds. 
e 1st 6 months Recent Decl’d Market 
hble Company 1937 1937 1938 High Low Price 1938 Rating COMMENT = 
b PENUE S Siecseswsvacnes 11.66 6.31 1.31 75% 35% 75 0.75 C-3 Model changeover period will prevent immediate jump in 
y profits, but good fourth quarter may mean a larger dividend. 
ady Ford Motor,Canada“A"... 2.27 NF NF 201% 145 19 0.50 C-3 Sales volume has held up well, justifying confidence in the 
igh $1 dividend rate. 
ad- Ford Motor, Ltd........... 4.17% NF NF 5y, 3% 4 0.17 C-3 Gradual downtrend of profits and dividends unlikely to be 
fur quickly reversed. 
*General Motors.......... 4.38 2.47 0.66 47) 251% 47 0.50 C-3 Improving trade position plus better control of costs place 
lem this company in good shape for new model year. 
elds Graham-Paige............. def. def def. E 2 %, 1 C-4 Profits may come later in year, but no dividends in sight. 
PUNO see ocashass 0.42 0.66 def. 10 5 9 C-3 No dividends expected, although fourth quarter prospects 
are improving. 
PUNE Cavan coebis teehee sc def. def. def. 1% % 1 C-4 Financial and trade position must improve before dividends 
will be paid. 
SABER TIMID ois coene. 2.15 1.57 def. E 29 16 28 0.25 C-3 Strong finances will favor determined drive for Fall business. 
Nash-Kelvinator.......... ‘ NF NF def. 1214 64%, 11 0.124 C-3 Dividends unlikely, bos ae financial strength, until auto 
= and refrigerator sales pick up substantially. 
(OR ee ee 0.20 0.25 def. 5% 3% 5 er C-3 New models likely to make fourth quarter profitable. 
_ ES ABGR CE On noe def. def. def.E 3 1% ee C-4 No dividends, even if sales expand and losses can be elimi- 
nated, 
por- a eee ee = — ee = Se eee : = 
| % a ee 0.37 0.54 def. 8% 3% 8 ef as C-3 Prospects hinge on sustained rise in sales. 
—— White Motor.............. 0.10 1.04 def. 15%, 6% ; 14 aries C-3 Improved plant and equipment place c y in better posi- 
half, tion to handle profitably a larger volume of business. 
bly Yellow Truck “B”.......... 0.85 0.36 Nil 215% BZ, 20 C-3 Accumulations on preferred would prevent common divi- 
— dends, but outlook for last half of 1938 is growing more 
hopeful. 
ugh _ LS a a AA NN AN —— 
a—Fiscal year ended November 30th. b—March quarter. E—Estimated. NF—Not available. *—In our opinion, the more attractive profit opportunities. 
CSp 
ag ene e 
Position of Leading Motor Accessory Stocks 
— { 
ng. { —$<$_— —— $$$ —- 
| Earned Per Share Price Range Divds. 
i 1st 6 months Recent Decl’d Market 
, Company 1937 1937 1938 High Low Price 1938 Rating COMMENT 
no Bendix Aviation........... 1.07 0.78 def. 22 8% 21 See C-3 Aviation division continues to do well, but pickup in motor 
= equipment needed to bring dividends. 
iv- Bohn Aluminum........... 5.03 4.08 def. 30% 153% 29 C-3 Costs have been substantially reduced and earnings should 
Drs be sensitive to industrial recovery. 
- *Borg-Warner............. 3.62 1.87 def. 33%, 16% 33 oats C-2 Strong trade and financial position wil! pe mit rapid recovery 
id of earning power under favorable conditions. 
= *Briggs Manufacturing. ..... 4.75 3.00 0.16a 3514 12%, 35 0.25 C-2 Nominal profits early in 1938 speak well for ability to en- 
large them with the help of greater volume. 
n ee — —_ — EE ————— om es a 

Briggs & Stratton........... 4.25 3.00 1.32 38 20 38 1.50 C-3 Second quarter covered the 75¢ quarterly dividend rate, 
z which will probably be maintained. 

Budd Manufacturing...- ... 0.48 0.53 def. 6%, 3% 6 C-3 Accumulations on preferred will bar common dividends, 

a loss for year indicated, 

- Err rar 0.60 0.51 def. 51% 3 5 C-3 Reduced loss in second quarter, but substantial earnings are 

‘ some distance away. 

2 Campbell Wyant & Cannon.. 2.60 1.92 def. 18¥y, 85 18 0.25 C-2 Dividends may follow Fall upturn in business. 

\- Clark Equipment........... 4.56 3.14 0.36 27 10% 24 C-3 Should benefit from increase in demand for either automo- 
biles or farm equipment. 

: Cleveland Graphite Bronze... 4.67 3.82 def.a 27%, 15% 27 0.50 C-3 Final half of 1938 should result in moderate profit. 

Collins & Aikman.......... 3.856 3.49¢ def.a 37% 13%, 36 0.75 C-2 Production is being stepped up to care for increased business. 
$ Eaton Manufacturing........ 3.65 2.45 def. 215, 10% 20 0.25 C-3 Reducing d d on automotive industry, but still 
looks to car makers for main boost in earnings. 

*Electric Auto-Lite........ 3.43 1.93 def. 28%, 134% 26 0.25 C-2 An early beneficiary of step-up in metor production. 

Firestone Tire & Rubber..... 3.33f 1.23g 0.53¢ 2514 16%, 23 1.00 B-2 ete carried at cost for purposes of interim earnings 

reports, 

Goodrich, B. F............- def. 1.90 NF 2554 10 25 Rwy B-2 Large inventory write-down at year-end produced 1937 loss. 

* Goodyear Tire & Rubber... 1.94 3.18 NF 30 151% 30 0.25 B-2 Sales and profit margins have held up relatively well and 

should improve. 

Houdaille Hershey “B"..... 2.14 1.82 Nil 15% 6 15 C-2 Small gain in second quarter over first; trend should be 

; continued later in year. 
Kelsey Hayes Wheel “B"... 1.79 1.09 def. 83 3 7 C-2 Better control of costs sets the stage for a return to profitable 
i __ operations in the latter months of the year. 
AUGUST 13, 1938 
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Position of Leading Motor Accessory Stocks (Continued! 














































































































Earned Per ee ruins Danee . Divds; btasks 
1st 6 months 38 t ecl’ arket 
Company 1937 1937 1938 Hish Low Price 1938 Rating COMMENT 
Midland Stee! Products. . . . . 6.15 3.30 Nil 28% 151% 28° 0.50 C-3 Further dividends this year are problemati cal, although 
7 earnings may recover quite sharply. 

Motor Products............ 5.49 3.72 0.21 22%, 101% 2 ae C-2 New competition limits scope of prospective comeback. _ 

Dotter Wheel.............. 244i ~—«*4:«35 def. 143, 8 14. ~=~02.20 Cc-3 ——— outlook is improving, dividends are not a nearby 
probability. 

Murray Corp............... 0.92 0.72 def. 10%, 4 10 ee C-3 Losses early in 1938 have lessened chance of a dividend 

iF a eS ae = 5 eee later in the year. 
Raybestos-Manhattan..... 3.03 2.37 def.a 24 143%, 22 ~ 0.52% C-3 Reasonably prompt pickup is expected, and dividends 
= : should con.inue. 

Reynolds Spring.......... 0.75 0.84 def.a 12% 4%, 11 Les C-3 _ Restricted working capital position makes dividends unlikely, 

Spicer Manufacturing. ..... . 3.61 2.05 def.a 17%, Ty, 16 eas C-3 Farm impl ts and aut biles should help toward re- 
covering earning power. 

Stewart Warner............ 1.48 1.24 def. 121 6 11 ee C-3 Bank loans may work against payments to stockholders, but 

— are in prospect. a 

Se 0.01 0.40 def. 53% 274 5 pow C-3 Common dividends in 1938 are bable. an 

Thompson Products......... 2.92 2.45 def.a 181 8, 18 eee C-3 Aviation business should contribute to profits, but dividends 
uncertain. 

Timken-Detroit Axle....... 1.68 0.88 NF 151% 8 15 Poae C-2 oe -burner sales should pick ots in latter part of 1938 and 

elp to p ofits. 
Timken Roller Bearing... . . 4.49 2. 1.81 0.114 52% 31% 52 0.50 C-2 Current dividend rate ae safe, and earnings recovery 
a er _ wae would allow larger payments. 
ee 2.21 1.23 NF 474 21 47 ays. B-2 Dividends will depend on earnings after July first, under 
oe = poe terms of indenture. ; 
Young Spring & Wire....... 3.61 2.94 def.a 22% 9% 22 eee C-2 Moderate improvement in line with industry in general 


appears likely for last half of 1938. 








a—First quarter of fiscal year. b—Year to Feb. 26, 1938. 


30th. E—Estimated. 


t 3 ¢—Six months to iacuartn 28th. 
*—In our opinion, the more attractive profit opportunities. 


'—Fiecal year ended Oct. 31,1937. ¢ “Six ‘mouth to April 





Food Industry Gaining on Balance 


Individual Prospects Vary 


i eliiinicccsiicn on the food industry as a whole are 
unsafe, because of the diversity of fields; and predictions 
of even the nearer future must be made cautiously, since 
each field encounters its own problems not only of 
demand but of supply, involving such variables as grain 
and cotton crops, livestock shipments, and so forth. 
Any conclusions as to the trend of the group must there- 
fore be subject to some exceptions and qualifications. 

It can, however, be fairly said that the food companies 
include a relatively large proportion of satisfactory 
defensive investments. The needs they supply are basic 
and the demand is stable. During periods when other 
industries are suffering from depression influences, when 
commodity prices are falling, certain members of this 
group are actually favored by wider profit margins due 
to the lower raw material costs. Provided the drop in 
sales can be kept within bounds, earnings may be very 
well maintained throughout such a period, once inven- 
tories have been substantially written down. 

The stable nature of the business also permits a more 
generous dividend policy toward common stockholders. 
Not only is there less need for new capital in expanding 
or experimenting; there is less danger of paralyzing losses 
in the future which must be provided against by build- 
ing up large cash positions at the expense of dividends. 
The comparatively sober swings in stock prices and in 
earnings tend to restrict speculative interest in such 
issues, thus holding them within a range which affords a 
generous dividend yield at mest times. 

Currently, the appeal of the stronger and better sit- 
uated equities in the food group is directly measured by 
the appeal of defensive investments, as such. Money 
seeking large gains, and confident that the recent rise 
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in the market is a valid beginning of a prosperity era, is 
more likely to switch out of this group and into indus- 
tries where cycles are more pronounced. This is not 
meant to imply that there are no speculative opportuni- 
ties among the companies listed here, but simply that 
they are relatively scarcer and that the group average 
can be expected to trail rather than lead a bull market. 

The average investor cannot afford to stake both 
income and capital entirely on hopes or expectations 
of a sustained cyclical upturn, and to him the food 
industry offers a choice of stable equities, possessing 
elements of gradual long-term growth and affording 
liberal yields, which may form part of the back-log of 
his holdings. There seems to be no reason to doubt that 
the general run of food companies will be able to main- 
tain both earnings and dividends over the medium 
future, regardless of changes in the fortunes of the more 
volatile industries. 


Tobacco Industry Holds Its Ground 


Cigarette production is not synonymous with the 
tobacco industry as a whole, but it is sufficiently repre- 
sentative of the larger enterprises in the field to lend a 
great deal of interest to the trends reported so far this 
year. In January and February production of cigarettes 
fell definitely behind the high totals for the same months 
of 1937. Combined with a certain amount of uncer- 
tainty as to costs, the falling off in production appeared 
likely to be the beginning of a dip toward lower earnings 
by the more important companies. From March on, 
however, steady gains over last year have been recorded, 
and the cumulative total for the first six months shows 
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an increase of 2.37 per cent over the first half of 1937. possesses sufficient virility to overcome ordinary reces- 

It is evident that although cigar demand is easily sion influences. Furthermore, since costs may be re- 
affected by reductions in consumer purchasing power duced somewhat, the major units in the industry are 
(production of large cigars was off 7.32 per cent in the more likely to report small increases in earnings this 
first half), the uptrend in the use of cigarettes still year than the opposite. 





Position of Leading Food Stocks 































































































































































































"Earned Per Share Price Range Divds. 
c 1st 6 months _. 1938 Recent Decl’'d Market 
__ Company > 1937 1937 1938 High Low Price 1938 Rating COMMENT 
Parmer RN Go... occ. 0.62a NF NF 7 3% 6 eae B-3 Policy of deferring dividends on og maybe con- 
ae ——- es tinued, s better. 
Beatrice Creamery weeee ++ 2.53¢ 0.346 0.266 = 18% 114% 18 —«1.25 ~——«&B-3__ Earnings and dividends should be “relatively stable. 
Beech-Nut Packing......... 6.26 2.77 2.54 115% 94%, 115 3.75 B-3 June quarter showed improvement over preceding period, 
Ba Pe a ae ees roel ____ though below a year ago. 
Ne ane ee 1.43 NF NF 19% 15 17 0.70 B-3 Dividends will be paid on an “interim” basis in accordance 
eae i _________—With earnings. 
California Packing.......... 4.92¢ ae 2.87<¢ 241 151% 20 1.00 B-3 Present 25c¢ quarterly rate is all that can be expected for 
en ee the near future. 
Continental Baking “A"..... 3.23 Nil d 1.62d 2672 BY 25 Siesta B-2 Accumulations on preferred may be settled soon, placing 
pe eee ee ee ee this stock in line to participate. 
Corn Products Refining...... 2.52 1.37 1.65 69% 53 69 2.25 B-2  Full-year earnings should be well above a year ago, and 
= a eee a a ____ should result in a generous dividend policy. 
Cream of Wheat........... 2.00 0.97 0.70 25 215% 25 1.50 B-3 Position strong, but lower income raises question as to divi- 
= : dends at present rate. 
Cudahy Packing........... def.a NF NF 21% 12 19 sees B-3 Better profit margins expected to improve longer-term out- 
pe De Sada look, but common dividends are not imminent. 

General Baking............ 0.50  0.14d 0.32d 11% 6% 11 —s-0.20 B-2 Moderately higher i and dividends a are probable. 
General Foods............. 1.75 1.31 1.18 36% 22% 35. #4+#1.00 B-2  Full-year aaa should exceed last year's since they will 
be: ae 2 = not be penalized by heavy inventory writedowns. 

General Mills.............. 4.46e iekere 4.17e 68 50%, 68 2.25 B-3 naoee, dividend rate should continue to’ be comfortably 
aA Stee. i ie Ss ___ covered. 
Hershey Chocolate......... Nil 1.79 2.10 58 40 58 2.25 B-2 Inventory writedown of close to $4 millions in 1937 should 
2 eee ee eee eee eee not be repeated this year. 
ie | ies 1.01 0.63 0.47 224, 144, 20 0.55 B-2 Second quarter showed substantial improvement over pre- 
— ceding one and over second quarter of 1937. 
Libby, McNeil & Libby....  1.74¢ —.... 0.89 . 6 8 oe B-3 A modest dividend before the end of the year is probable. 
Morrell, John............. def.a NF NF 381 22% 38 ary B-3 Coming months should bring improvement in both volume 
ones sire re and profit margins, but probably no dividends. 
National Biscuit............ 1.61 0.33f 0.35f 251%, 151% 24 1.20 B-3 Lower raw material costs are contributing to steady expan- 
ESS aaa ; eee ks oa te sion in ; 
National Dairy............. 1.53 0.76 0.72 161% 11% 16 0.60 B-3 Income appears likely to permit the maintenance of the 
eS eae ae present $1.20 dividend rate. 
Pacific-American Fisheries. . . 1.71¢ cae A 2.03¢ 1114 6 0.45 B-3 Dividend normally payable in July was omitted; resumption 
= ee - may be delayed. sa 
Penick & Ford..... 0.74 0.10 1.50 54/4 41 53 1.25 B-2 Lower costs itted quadrupled profits in first quarter. 
Pillsbury Flour 2.76e Pee def.e 25 2014 23 0.80 B-3 Small net profit was hows in > hme fiscal year,. before ex- 
7 i, oe eee = eal a5 Al traordinary charges. _ Se 
Purity Bakeries............. 0.60 0.283 0.60g 1434, 7 14 0.30 B-2 Earnings for 1938 will probably cover” present dividend 
eta nes tte with good margin. 
Snider Packing............. 2.68h seas 1.31h 13% 83, 11 0.75 B-3 Modified tax on undistributed profits will be an influence 
a a ee - roe A ape ieee toward smaller dividends in prop ee. 
Standard Brands....... ae | 0.44 0.30 9%, 6% 8 0.50 B-3 Earnings just covering current dividend rat ae and should con- 
6 © es bE, tinue to do approximately as well. 
Stokely RRs Sectpiiinies ois. eee eos NF 11° 5 9 .--. __—B+-4 _—_ Early ption of dividends cannot be relied upon. 
GWE Ge.ok.oscss scene 1.50a NF NF 191%, 15 19 0.90 B-3 Outlook as to both costs and sales volume has brightened, 
2 byoee a. fi = a p hl ee g provement may not be immediately visible. 
‘United Biscuit. Be rs Sele 1.90 0.50f 0.47f 191, 145, 17 0.65 B-2 , 25c quarterly dividends appear reasonably depend- 
ae oe a ve parrot Ute es a ; _able. 
Ward Baking "A"... ...... Nil Nil Nil 19%, 8 18 nee B-3 Earnings below preferred dividends by larger margin than 
@ year ago and arrears are heavy, but some improvement is 
{incite : a : ’ = expected, 
Wesson Oil & Snowdrift..... 3.803 4.84) 2.71) 39 254%, 38 1.871 B-2 = Slightly lower sales volume without reducti in] 
Ries Ras. ae oe one ae ees ¥ : _has meant poorer results on the common stock. 
Wilson & Co............... 0.28a NF NF 5% 3 5 ones B-3 Earnings for current fiscal year are not likely to allow divi- 


dends on common, but longer outlook is more cheerful. _ 








thee ane ended Oct. 30th. b—Duarter « onded Mey y 31st. aa peer eaded about Feb. 28th. d—Six months ended about June 26th. e—Fiscal 
year ended May 31st. f—March quarter. g—Twenty-eight weeks ended July 16th. h—Fiscal year ended Mar. 31st. i—Fiscal year ended Aug. 31st. j— 
Nine months ended May 31st.z:, NF—Not available. 





Position of Leading Tobacco Stocks 









































7 Earned Per Share Price Range ~ Divds. — 
1st 6 months 1938 Recent Decl’d Market 
____ Company __ 1937 1937 1938 High Low Price 1938 Rating COMMENT 
American Snuff... .. . --.+. 3.12 NF NF 55% 45% 55 2.50, B-3 Stable earnings point to continuation of present dividend rate. 
‘American Tobacco “B"..... 5.03 NF NF 91 583, 91 2.50 B-3 Sales understood to have been running “substantially” ahead 
2 AF an ee of last year, and profit margins are probably better. 
Axton-Fisher "A"... .... . 3.43 NF NF 361% 131% 36 are B-2 Profits in first quarter of 1938 were approximately equal to 
z - those for entire year 1937. 
Helme, G. W.. iin. Lee NF NF 95. 8014 95 5.75 __—~B-3 __ Business should continue stable and dividends generous. _ 
Liggett & fyen “BH Sate 6.34 NF NF 1033, 81 103 2.00 B-3 cy 1938 trends have been toward favorable results for the 
ull year. 








(Continued on next page) 
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Position of Leading Tobacco Stocks [Continued] 





Earned Per Share 


Price Range 
1st 6 months 1 


Divds. 
Recent Decl’d Market 




















Company 1937, 1937, 1938 High Low Price 1938 _ Rating COMMENT 
J ee eee 0.85 NF NF 2114 13% 20 0.60 B-3 Flood losses penalized last year's income to the extent of 
57 cents a share. 
Philip Momtis.............. « jobs 0. 133 751 2 .00 B-2 Upward trend in sales and earings appears capable of 
raiweca — anes . on further extension, dividends should be liberal. 
Reynolds Tobacco “B"...... 2.76 NF NF 46% 33%, 44 1.80 B-3 Camels appearto be holding their lead; regular 60c quarterly 
dividends may be supplemented by a small extra. 
U. S. Tobacco (new)........ 1.80 NF NF 36 291 35 0.944% + B-3 Qserterty dividends of 32c on the new stock are depend- 
able. 
Universal Leaf Tobacco... - 7.82b NF NF 78 48 77 2.25 B-3 Strong financial position and outlook for sustained earning 
should mean tinued g —ail 











a—Fiscal year ended March 31st. b—Fiscal year ended June 30th. NF—Not available. 





Overproduction Burdens Liquors 


Wr the consumption of liquors off 15 per cent or 
more this year, late reports of major distillers disclose 
a sharp decline in current earnings. Yet the earnings 
of these companies, by comparison with those of many 
another industrial organization, are still fairly impres- 
sive. The price-earnings ratio of representative liquor 
shares is exceptionally low, implying that the market 
looks with no little skepticism on the industry’s pros- 
pects. 

No single factor is responsible for the uncertainties 
in the outlook for the liquor industry, but rather a com- 
bination of unfavorable circumstances. Consumption 
has, of course, been curbed by the lower level of public 
purchasing power. Moreover, consumption has not 
been helped by the recent increase in prices, an increase 
made necessary in order to compensate for the advance 
of 25 cents a gallon to $2.25 in the Government excise 
tax. In every month but two since Repeal, production 
has exceeded consumption, and any industry which con- 
sistently produces more than it sells is bound to find 
itself in difficulties, sooner or later. In a substantial 
measure the liquor industry was justified in this policy, 
owing to the necessity of building up large supplies of 
aging whisky. But mounting supplies have created two 
problems, first, the need for tying up a substantial por- 
tion of working capital in inventories, which in turn 
forced distillers to borrow heavily from the banks and, 
second, supplies have now reached a point where they 
constitute a threat to the price structure. It has been 
reported that banks have been tightening up on their 


loans to distillers, thus automatically forcing curtailed 
production and liquidation of stocks on hand. While 
the bulk of the large whisky stocks are concentrated in 
the hands of those distillers best able to finance and 
carry them, any considerable dumping of stocks on the 
part of the smaller units could conceivably lead to seri- 
ous price cutting. 

Production in June was substantially under that of a 
year ago, while consumption was moderately higher 
than in June, 1937. The current upturn, however, was 
brought about by some forward stocking on the part of 
wholesalers and retailers in advance of the tax increase 
which became effective July 1. Consequently, the effect 
will be to restrict withdrawals in subsequent months un- 
til these supplies are exhausted. 

Last year taxes on liquor contributed more than 
$1,000,000,000 to public treasuries and it is the heavy 
taxes borne by liquor which constitutes a lucrative mar- 
gin of profit to the bootlegger. The illicit distiller still 
flourishes. Last year the Government seized 8,000,000 
gallons of illegal spirits, but it has been estimated that 
this was only about 20 per cent of the bootleggers’ pro- 
duction. 

Imports, particularly Scotch and Canadian blended 
whiskies continue to mount in consumers’ favor, par- 
ticularly in the large urban centers, and it still remains 
to be seen whether domestic distillers will be able to 
swing the public taste away from imported brands to 
the native product when substantial supplies of aged 
whisky become available in the near future. 





Position of Leading Liquor Stocks 








Earned Per Share _ 


Pr.ce Range 
1st six months 1938 


Recent Paid 





Divs 
Market 



































COMPANY 1938 =61937 —s_—- 11938 High Low Price 1938 Rating COMMENT : 

Distillers Corp.-Seagrams.... . 3.95a 3.246 3.096 173 11 17 1.00 B-3 Increasing output of domestic whisky should enable com- 

pany to effect some reduction in costs. Further dividends 

National Distillers.......... 3.86 1.37. 1.36 2672 174, 26 1.50 B-3 Company has advantage of large stecks of bonded liquor. 

_ ss ee Earnings may show some improvement in last half. = 

Hiram Walker-Gooderham & Comrany's record better than averase for industry. Should 
eS 8.29% 6.69 6.58d 45 30 44 2.00 B-3 be able to pay a total of $4 a share this year. 

Schenley Distillers....... 5.04 1.07 0.58 27% 141, 14 0.50 B-3 Has deferred dividends on common. Heavy bank borrow- 








ings and lower consumption unfavorable to early resumption 
of payments. 








a—Fiscal year ended July 31. b—9 months to April 30. ¢—Fiscal year ended Aug. 31. d—9 months to May 31. E—Estimated. ie 
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iwcniae decisive has occurred in the steel industry 
since our comprehensive article in the last issue of THE 
MacazinE oF Wau Srreetr. At that time it was 
pointed out that there existed the probability that steel 
managements would swing first one way and then the 
other over the matter of wage reductions to offset the 
drastically lower prices which were recently put into 
effect. This is happening and, although it has been re- 
ported that wages have been cut in one or two small 
plants, there has been no concerted move in this di- 
rection. Unfortunately, it must be reported that the 
steel price structure is not yet on an even keel and, of 
course, the more quotations are shaded from their pres- 


Steel Operating Rate Continues to Rise 


ent low levels, the more likely becomes a general move 
to lower wages. With the automobile industry, how- 
ever, doing so much better than expected, we are still 
of the opinion that if the steel industry can get past 
the next few weeks, the increased operating rate, which 
should then be effective, will eliminate the chances of 
serious upheaval either in wages or prices. A further 
increase in the operating rate is what is needed by the 
steel industry more than anything else at the present 
time. With this achieved, it should be possible to re- 
gain the ground lost in profit margins and as soon as 
this happens the matter of wages will take care of 
itself. 





Position of Leading Steel Stocks 










































































































































































Divs. 
Earned Per Share Price Range Decl'd 
1st six months 1938 Recent 1938 Market 
"7 COMPANY 1937 1937 1938 High Low rice todate Rating COMMENT 
|, 5.78 5.37 NF 52 28 40 0.75 C-2 25-cent dividend paid in June was half that distributed in 
previous quarter. 
Allegheny Steel. .......... 2.10 1.72 def. 21%, 115% 18 cules C-2 Stockholders about to vote on plan to merge company with 
Ludlum Steel. Common dividends ceased in March. 
American Rolling Mill... ... 2.55 2.30 def. 22% 1314 20 eee C-2 Earnings prospect brighter, but dividends may not be resumed 
before next year. 
*Bethlehem Steel.......... 7.64 4.57 def. 65% 39%, 58 Saen C-2 Doubtful that dividends on the common will be resumed 
— Fae this year. The longer term outlook, however, is promising. 
oO, a eeeen def. nil def.E 13% 6 12 Saas C-3 Large arrears on the 7 per cent preferred to be liquidated 
e the can expect anything. 
Colorado Fuel & Iron. ...... 2.18a NF def.aE 20 91, 17 ver c-3 poe a is largely dependent on the prosperity of the 
railr 
Continental Steel........... 3.20 2.23 NF 1914 10 17 sates C-2 Although the company took no action on the dividend nor- 
mally payable in April, resumption is possible before the 
cn ee ee year-end. 
Grucible eee 5.21 5.03 NF 447 19%, 37 aaas C-2 Dividends now accumulating again on the preferred. 
Granite Chy Steel........5..5. 0.66 0.84 def. 18%, 1014 17 0.12% C-2 No action taken on payment usually made in June. Stock- 
holders, however, may receive something more before the 
pee di Soe ee aa ee year-end. 
*inland Steel............. 8.05 5.20 1.30 82 56%, 73 1.50 C-2 September dividend wes 50 as same as that paid three 
months previously. ly well 
7 a a Hives ao and should continue to pay in vaccordence with earning power. 
Jones & Laughlin........... 1.18 4.13 het 4314 21 31 are C-3 Has paid nothing on the cumulative preferred this year and 
= are now large arrears bo must be liquidated before 
—— eins ie can = anything. 
Keystone Steel & Wire...... 1.53a NE 0.566 1134 61% 11 0.55 C-2 sae forg i ducts bolstered by relatively well 
— es rural —— power. 
Ludlum Steel.............. 2.25 1.81 def 2114 121% 18 0.25 C-2 Seeking stockholders’ | to merge with Allegheny. 
LE ie eee Consolidation has much to commend it. 
McKeesport Tin Plate....... 1.26 1.06 NF 26 131, 22 0.50 B-3 No action taken on dividend normally payable in April. 
AS ee eee Time of resumption is problematical. 
National Steel............. 8.21 5.40 0.96 66%, 445, 60 0.50 C-2 Modest payments of 25 cents ~o og would seem to be 
<< easily within the company’s 
<. | rrr S 1.47 NF 12 6% 10 C-3 No action taken on preferred dividend due in Septemb 
eens oe Arrears, therefore, are now accumulating. 
Republic Steel............. 1.14 0.88 def. 20% 111% 19 Pe C-2 Dividend now accumulating on the 6 per cent : prefer- 
a $ ence and the old 6 per cent convertible preferre 
Sharon ae . 2.83 2.71 def.E 20% (10 17 C-2 May pay something before the end of the year. 
‘Smith, A <i ie 0.03¢ NE def.d 20% 13 18 C-3 Should be helped by activity in the automobile industry 
ea pees on next yews models, 
Superior Steel.............. 2.11 1.80 def 173%, 8%, 15 cette Cc-2 C¢ y be cted to benefit from increased and 
improved facilities should the d d for steel its 
= - a me upward trend. 
U.S. Pipe & Foundry....... 3.21 1.95 NF 443% 211% 42 2.00 C-2 Dividends of 50 cents have been declared payable Sep- 
tember and December. 
Ui. en 8.01 5.99 def 631%, 38 60 C-2 Just declared regular quarterly on the preferred bi 
= ~~ August 20. E Eamings gs should sh show improvement soon, _ 
Wheeling Steel............ 4.11 6.77 def. 27%, 1414 24 sepa C-2 Near-torm distributions on the common does not appear to 
ah a likely p 
Youngstown Sheet & Tube... 6.79 4.08 def. 434%, 24 38 saan C-2 Company is planning new financing to carry out improvement 


program in the Chicago st payment on the com- 


District. 
mon was made in D , 19: 

















NF—Not available. 


*—1In our opinion, the better profit opportunities. 
d—12 months to April 30. 


E—Estimated. 


a—Year to June 30. b—9 months to 3/31. c—Year to July 31. 
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{ investor and would-be investor in sugar securities 
must realize that this is now an industry where the free 
interplay of economic forces has little, if anything, to do 
with profitable operations. So far as the American in- 
dustry is concerned, control rests with Washington and 
a ten-second glimpse into the mind of Secretary of Agri- 
culture Wallace would do the holder of sugar securities 
more good than a year’s intensive study of the available 
statistics. Abroad, the International Sugar Council, 
representing twenty-five nations, acts to artificially 
restrict exports with a view to raising the world price of 
the commodity. 

So far this year, sugar consumption in the United 
States has lagged importantly behind that of 1937. 
Early in June, taking notice of the changed situation, 
Secretary Wallace issued a revised estimate of consumer 
needs. The new estimate was 6,780,566 short tons— 
a reduction of more than 81,000 tons from last Decem- 
ber’s figure. Although prices firmed subsequent to the 
Secretary’s action fixing marketing quotas in accordance 
with the revised estimate, it might have been more 
because of a rising stock market and strength in other 
commodities than owing to the belief that the cut in 
quotas was really sufficient. 

While the stronger domestic beet producers, together 
with the units operating in our insular possessions, 
Hawaii and Puerto Rico, should continue profitable, 
earnings will be lower unless the Secretary of Agricul- 
ture reduces marketing quotas still further, or unless 
consumption should register further material gains over 
and above those of recent weeks. So far as the first of 
these possibilities is concerned, it is impossible to ap- 
praise the chances of its materializing. It is known, 
however, that Secretary Wallace is an advocate of rela- 
tively low sugar prices. When the quotation was around 


Sugar Company Prospects Obscure 


three cents a pound, duty free, he went on record to the 
effect that this was too high. While the marketing 
quotas may be reduced again, the possibility of an im- 
proved situation growing out of increased demand is 
perhaps the sounder hope. A great deal will depend 
upon the course of general business and the state of the 
public’s purse during the canning season which has 
just commenced. 

Just as the trade believes that the American quotas 
are still too large, so it is generally thought that the 
International Sugar Council in fixing the shipment 
quotas of sugar exporting countries for the, year to 
August, 1939, has not succeeded in effecting sufficient 
reduction to bring about material price improvement. 
If this should prove to be a correct appraisal of the 
events which took place in London last month, it cannot 
be said that the outlook for Cuban and other producers 
which sell important quantities of sugar in world mar- 
kets is much better than it was prior to the session of 
the International Council. 

The position of mainland refiners of imported raws 
continues a difficult one. They are still waging an up- 
hill fight against sugars refined abroad—a fight made 
none the easier by increasing costs and in some refineries 
considerable labor difficulty. 

Unquestionably, the principal trouble with the sugar 
industry as a whole is that the world’s productive 
capacity is more than can be absorbed. This is partly 
the results of derangements caused by the World War 
and partly the result of the nationalism which has per- 
vaded the world since. With every country trying to 
become independent of the rest of the world for a supply 
of sugar and with restrictions, quotas, tariffs, bounties 
and subsidies piling folly on folly, the conservative 
investor will find few attractions among sugar securities. 





Position of Leading Sugar Stocks 























Div’s 
Earned Per Share Price Range Decl'd 
1st six months 1 Recent 1938 Market 
COMPANY 1937 1937 1938 High ow Price to date Rating COMMENT 
American Crystal Sugar 3.794 NF 2.33a 163, 8, 13 0.75 B-3 No action taken on dividend normally payable during July. 
ier 7 : ig ____ Larger beet acreage should help company’s sales volume. 
Americen Seon Refining 2.20 NF NF 31 21% 28 1.25 D-3 July dividend was 25 cents, against 50 cents paid in previous 
ae $8 quarter. Long-term outlook continues somewhat obscure. 
Central Aguirre Associates. . 3.956 NF NF 28 1952 20 0.75 B-3 Despite a measure of uncertainty surrounding the prospect, 
regular quarterly of 371 cents appears to be reasonably 
er cue) < 
Cuban American Sugar 0.74¢ NF NF 6%, 3 5 — D-3 Large arrears on the preferred still to be liquidated b before 
a a : _ : ___the common = = to receive anything. __ : 
Fajardo Super... 5.42bd NF NF 34%, 22% 32 2.00 B-3 Some reducti ted for the fiscal y. ~  end- 
oo Gas <-_- ___ing July 31, 1938. ‘$1 ‘dividend payable Sept. 1 hes 
Great Western Sugar. . 3.52f NF 3.08f 32 23% 27 2.70 B-3 Regular 60 cents quarterly should remain within the com- 
Lt aaa _Pany's earning capacity, —__ aie mab an. 
Holly Sugar.......... 5.42a NF 1.69a 25%, 1152 17 2.00 B-3 Declines in the price of sugar are expected to ‘be at least 
a Sahl See _ _ partially offset by a a greater volume. 
National Sugar Refining 1.22 NF NF 181, 1052 13 1.25 D-3 July dividend cut to 25 cents, against 50 cents paid pre- 
viously. Prospects over the longer term are not clearly 
pee parts 2 ___ defined. 
South Porto Rico Sugar..... 2.86c NF NE 28 16% 20 1.25 B-3 Latest quarterly dividend halved to 25 cents. The new and 


NF— Not aie: a—Year to March 31. b—Year to July 31. 


—Year to ary 30. d—Before taxes. 


__lower rate appears to be reasonably well assured. 


wen. f—Year to Feb. 28. 
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a having no immediate bearing on the earn- 
ings prospects of leading motion picture producers, the 
recent action of the Department of Justice in filing an 
anti-trust suit against all major producing companies, 
their subsidiaries and officers, is of prime current in- 
terest. This turn of events, while lacking any element 
of surprise, it having been known for some time that 
the Government was opposed to several phases of the 
motion picture industry, has resulted in no little con- 
jecture and speculation. The general assumption held 
both within and outside of the motion picture industry 
is that defendant companies have slight cause for fear 
should the Government win its suit. 

The suit is regarded by both sides as being at least 
semi-friendly, with the objective of clarifying existing 
laws as they are applicable to the industry. The Govern- 
ment is applying for a court order which would compel 
producing units to divorce iheir exhibition activities 
and to rid themselves of the block booking system. The 
latter practice, the Government contends, restricts open 
competition by independent exhibitors in the sale of film. 

Such doubts as have been expressed as to the possible 
effects, should the Government be successful in com- 
pelling producers to divest themselves of theater proper- 
ties, have been concerned with the results upon the 
earnings of those companies controlling extensive the- 
ater properties. In the case of several producers, which 
have experienced difficulty in maintaining a high average 
of profitable feature productions, earnings were ren- 
dered timely aid by theater returns. Loss of theater 
properties by these companies would seem to mean that 
unless they were successful in raising their production 
standards earnings would suffer. 

Paramount operates the largest number of theaters, 
about 1,200; Warner Bros., less than 500; R.K.O., 100, 
and Loew’s, 190. Twentieth Century-Fox has a 42 per 
cent interest in National Theaters, with 350 units. 


Movie Improvement This Autumn 


The actual mechanics of divorcing theater properties 
would seem to present no serious obstacle. Theaters 
might be transferred to subsidiary companies, the stock 
of which would be distributed to shareholders of the pro- 
ducing organization. In any event, some little time will 
be involved in the entire proceedings, and it is likely that 
producers will be given ample time with which to comply 
with the final outcome of the suit. 

In the case of most producers earnings thus far this 
year have been running from a third to a half lower 
than a year ago. The decline in general business and 
increasing unemployment have cut into box office re- 
ceipts. Moreover, producers have been compelled to 
absorb heavy amortization costs, incurred in the making 
of feature releases last fall and winter, when studio costs 
were at their peak. Economies have been introduced 
but their effect upon earnings will be delayed for several 
months yet. Despite the efforts to stimulate summer 
attendance by air conditioning, theater admissions this 
year are reflecting the dearth of the better type of 
feature pictures. Another factor which has cut into 
earnings is the sharp decline in film exports. In the first 
six months of this year exports declined nearly 4,000,000 
linear feet, as compared with the same period a year ago. 
Foreign sales normally account for a very substantial 
portion of earnings. 

Most of the industry’s problems indicated above ap- 
pear to be current and therefore likely to be appreciably 
modified along with any improvement in general busi- 
ness. In some respects, however, the industry seems 
shortsighted or indifferent to conditions which are 
readily apparent to almost everyone else. Well con- 
ceived feature productions should be the rule, not the 
exception; double feature programs are of questionable 
worth, particularly as they encourage the output of 
mediocre releases; and the industry is still too free- 
handed with its money in the wrong places. 





Position of sideiaineedl Motion Picture Stocks 


Earned Per. Share | 


Price Range 
1st six months 1938 


COMPANY 1937 1937 1938 High Low 
Columbia Pictures 3.26a 0.81b 161 19 
Consolidated Film... . 1.51c 0.95¢ 0.79Ec 1% 1 
Loew’s........ 8.46d 7.07f 4.80 5614 33 
Paramount........ 1.97 1.55 0.25 13% 535 
Radio- Keith- Orpheum NF NF NF 53% 1% 
Technicolor. ee er 0.58 NF 0.85E 241, 1414 
Twentieth Costery- Fou : 4.11 1.76 1.55 26% 16 
Warner Brothers 1.48h 1.42g 0.80g 8 : 3%, 


a 52 one ended June 26. b—9 weit. pw eal 26. 
f—40 weeks ended June 9. g—39 weeks ended May 29. h— 





” dina on peidorins preferred shaven. 
Year ended Aug. 28. 














~~ Divs. 
Recent Paid Market 
Price —-1938 Rating COMMENT 

14 0.50 B-3 May showa loss for the year to June 26. High amortization 
costs cut net. Economies may be effective. Stock dividend 
2%% will be paid 9/16/38; cash payment deferred. 

1% B-3 Accumulated dividends on $2 preferred total $6.50 a share. 
Improvement in earnings may be delayed. 

6¢ 1.:0 B-3 Company should continue to do better than the industry 
as a whole. Dividends well supported by earnings. 

11 B-3 Operates a large theatre chain which has been a vital factor 
in earnings. Production division lagging. Dividends not 
imminent. : 

2y, B-3 In process of reorganization. ~ Eamed $1,821,166 in 1937 
vs. $2,485,911. Theatres chief support to earnings last year. 

25 0.50 B-2 Current business substantially ahead of last year. May earn 
$2 in all of 1938. Further dividends likely. -_ 

25 1.00 B-3 = Producti profitable. Has only indirect interest in the- 
atres. Present $2 annual dividend appears reasonably 
secure, - 

6% B-3 Current net cut by higher costs, shortage of snconnfel fees 


tures and reduced theatre attendance. Owns about 400 


_ theatres. 


C—Sedsnstedl 





de ded Aus. 31. 
NF—Not available. pice 
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N. Y. Retailers 
Will Cash In on World’s Fair 


Selected Issues Analyzed 


BY C. HAMILTON OWEN 


QO. April 30, 1939, the New York World’s Fair will 
officially open. Unless something unforeseen intervenes 
New York City will probably have the greatest influx 
of visitors in its history. Not only will people come 
from all over the United States but from Canada, South 
America and Europe—and they will spend money, 
plenty of money, in New York City. Banks all over 
the country, even now, are conducting savings clubs, 
similar to the Christmas club, with depositors regularly 
putting away a specific sum against their planned trip 
to the World’s Fair. 

As a consequence, retail trade in the New York area 
will be given a tremendous lift. While this is a safe 
assumption, the experience of department stores and 
other retail outlets in Chicago during the Century of 
Progress Exhibition affords a reliable precedent. In 
June, 1933, the first month after the opening of the Chi- 
cago Fair, department store sales increased 12 per cent 
over June, 1932, while department store sales for the 
country as a whole in June, 1933, were off 4.5 per cent 
from the previous year. In every month from June, 
1933, to February, 1934, Chicago stores recorded a larger 
percentage of gain than did national department store 
sales. During the second year of the Chicago Fair, Chi- 
cago department stores recorded larger increases in two 
of the five months, June to October, 1934. It is quite 
probable then that retail trade in New York City next 
year will follow a similar pattern. In fact gains may 
be even more pronounced if business generally is mov- 
ing forward a year from now. 

Various types of companies other than department 
stores will share substantially in World’s Fair spending 
next year. These would include, for example, F. G. 
Shattuck and Childs Co., operating a chain of restau- 
rants in New York City; Omnibus Corp. and Greyhound 
will doubtless handle a substantially larger volume of 
bus traffic; and many of the leading hotels have already 
reported heavy advance bookings, presaging perhaps 
considerable strengthening in the status of numerous 
realty bond issues. 

All things considered, however, the shares of leading 
New York City department stores would appear to offer 
the most attractive mediums, through which to obtain 
a speculative investment stake in the New York World’s 
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Fair. In the first year of the Chicago Fair, more than 
22,000,000 people attended and in the two years during 
which the Fair was open some $770,000,000 was spent 
in Chicago. Not only does it appear reasonably certain 
that the attendance at the New York World’s Fair next 
year will surpass the Chicago figure, but the total spend- 
ing power of visitors may be well in excess of $1,000,- 
000,000. The prestige of New York department store 
merchandise may lead many people who are planning 
to attend the Fair to postpone purchases which ordi- 
narily might be made closer to home until they arrive 
in New York. Of the huge sum likely to find its way to 
New York next year, department stores are likely to 
receive a substantial, if not the lion’s, share. This pos- 
sibility in terms of per-share earning power and market 
prospects lends considerable attraction to the shares of 
Best & Co., Gimbel Bros., Arnold Constable, Associated 
Dry Goods and Macy. 


Best & Company 


Best & Co. has the distinction of being one of the 
most capably managed retail organizations in the coun- 
try. Its principal store, in the heart of the shopping 
district on 5th Avenue in New York City, specializes in 
men’s, women’s and children’s wearing apparel, costume 
accessories and various novelties and secialties. Small 
branch units are operated in selected suburban com- 
munities and populous resorts. Both main and branch 
stores put special emphasis on smart styling and dis- 
tinctive merchandise. 

The present company has never shown a loss since it 
was incorporated in 1924, and sales, even at the depths 
of 1932, exceeded $11,000,000. Stockholders have re- 
ceived a dividend each year. Skillful merchandising and 
a comparatively rapid turn-over have enabled Best to 
show a larger margin of profit than the average depart- 
ment store. For each $1 of sales, the company saved 
11.4 cents for net operating income in the fiscal year 
ended January 31, 1938, which compared with 12.5 cents 
in the 1937 fiscal period and 3.6 cents in 1932, the worst 
of the depression years. 

Modestly capitalized, the company has been consis- 
tently able to show substantial earning power for its 
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common stock. ‘Fhe 300,000 shares outstanding are out- 
ranked by only $345,600 6 per cent preferred stock and 
a funded debt of $650,000. 

Net sales in the last fiscal year were the largest in 
the company’s history. The total of $16,192,549 was 
8.3 per cent higher than in the previous fiscal period. 
Earnings, however, were cut moderately, owing to the 
necessity of absorbing heavier costs and net profit in 
the latest fiscal period of $1,227,680 was equal to $4.02 
a share for the common stock, comparing with $4.21 a 
common share in the 1937 fiscal year. The strong finan- 
cial position is a characteristic feature. 

The company has issued no interim reports, but it is 
certam that sales and earnings have been adversely 
affected by the depression in general business and the 
lower level of public purchasing power. Dividends which 
were paid at the rate of 6214 cents quarterly last year 
and augmented by a 50-cent extra, were reduced to 40 
cents quarterly last April. It is more than likely, how- 
ever, that the falling off in volume and earnings will be 
short-lived. Specializing in the type of merchandise 
which the well-to-do visitor to the World’s Fair next 
year is likely to be most interested in, Best & Co. would 
appear to be in an excellent position to “cash in” on that 
event. The common shares around 46 appear to com- 
bine investment appeal with well defined possibilities 
for price appreciation. 


Associated Dry Goods Corp. 


Associated Dry Goods Corp. is a holding company, 
owning eight large department stores in various impor- 
tant cities. Two of the major units—Lord & Taylor and 
James McCreery—are located in New York City. Lord 
& Taylor is a quality store, specializing in men’s and 
women’s clothing and furnishings, furniture and home 
decorations and miscellaneous specialty items. James 
McCreery operates the familiar type of large depart- 
ment store. Both organizations are located in the main 
shopping district. The Associ- 
ated group is not a “chain,” but 
a means of concentrating buy- 
ing, management, and account- 
ing activities in a single agency. 
Although sales and earnings 
suffered a substantial decline 
during the 1930-1933 depres- 
sion, the company showed an 
operating loss only in the 1932 
fiscal year. 

In the fiscal year which ended 
January 29, 1938, profits de- 
clined to $1,215,535, against 
$1,701,433 in the preceding 
year. The later figure was 
equal to 85 cents a share on 
590,940 shares of common 
stock, after allowing for divi- 
dends on the Ist and 2nd pre- 
ferred shares. On the same 
basis, earnings in the latest fis- 
cal period were equal to 2 cents 
per share of common. Capitali- 
zation is of 134,364 shares of 
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6 per cent 1st preferred and 56,901 shares of 7 per cent 
2nd preferred, both issues of $100 par. Real estate mort- 
gages in the amount of $5,000,000 were outstanding at 
the end of the last fiscal period. Regular dividends are 
being paid on the Ist preferred shares, and payments are 
being made on the 2nd preferred shares at the rate of 
$1.75 quarterly; accumulated arrears on the 7 per cent 
issue totalled $31.50 as of June 1, last. 

Financial position is exceptionally strong. At the end 
of last January, current assets were in excess of $20,000,- 
000 as compared with only $3,526,000 in current liabili- 
ties. Cash items totalled $5,360,000. 

During the past year or more, the company has been 
engaged in a program of modernization, designed to im- 
prove customers’ shopping facilities. Unfortunately, how- 
ever, the recession in business and purchasing power 
intervened, but the contribution of these improvements 
should be more apparent in (Please turn to page 535) 




































Utilities Are Reminded 
of "Death Sentence" 


One of the most bitterly contested 
features of the Public Utility Hold- 
ing Co. Act was the “death sen- 
tence” clause which provided for the 
elimination of holding companies 
unless their operations provided in 
effect an integrated system. Three 
vears ago when the Act was passed 
it must be admitted that there was 
reason to fear over-hasty action. 
The SEC, however, in administer- 
ing the law has shown itself to pos- 
sess a patience which has gained the 
confidence of many companies in the 
industry. Certain companies have 
actually filed with the Commission 
tentative plans for integration: 
others are known to have given the 
same subject real study. Thus, there 
can be no quarrel with the S E C’s 
recent letter to sixty-six holding 
companies reminding them of its 
duties under the law and suggesting 
that they file plans, albeit tentative, 
given an outline of what they pro- 
pose to do to meet the terms of the 
“death sentence” clause of the Hold- 
ing Co. Act. More particularly is 
the letter reasonable when it is real- 
ized that integration is going to in- 
volve a good deal of buying, selling 
and swapping and that one com- 
pany needs to know what several 
others propose before any progress 
at all may be expected. We suggest 
to holders of public utility holding 
company securities that there is now 
every reason for co-operation with 
the SEC, for integration under the 
Holding Company Act will bring no 
losses which have not been 
tained already. 


sus- 
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For Profit and. Income 
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Facts, Rumor and Conjecture 


National Steel is to spend $5,000,- 
000 at Wierton, W. Va., for in- 
creasing its production facilities in 
the field of structural shapes and 
for the manufacture of rails of heavy 
section. Over the past few years 
we have become accustomed to 
makers of heavy steels going into 
light steels, but here is a predomi- 
nently light steel company going 
into heavy steels. . . . So, the invest- 
ment trusts are shown by recent 
purchases to favor North Ameri- 
can, American Gas & Electric and 
Niagara Hudson Power; also, Atchi- 
son and Chesapeake & Ohio. This 
will be considered strange by those 
who feel that Government inter- 
ference precludes any future for 
either the utilities or the rails... . 

The German public is going to be 
able to buy an automobile for a 
minimum payment of five marks 
weekly—the payment to cover 
garage, insurance and overhauling 
every three months. The full price 
will be 990 marks. Having been 
hearing for some time about Ger- 
many’s shortage of raw materials, 
we wonder! . Although a loss 
was reported for the second quarter, 
following a loss in the first, Com- 
mercial Solvents suddenly became 
strong and active, apparently on 
the strength of the possibilities in a 
new lacquering process for automo- 
biles. . . . No very brilliant showing 
is expected for the meat packers 
in the year ending next October, 
but it is believed that the ground- 
work is being laid for much im- 
proved results in the following year. 
Meat packing securities are cur- 













rently not far from the year’s high. 

. . The recently reported unsea- 
sonal increase in gasoline stocks was 
a little disconcerting to those bull- 
ish on the oils. Unless there should 
be exceptionally heavy consumption 
this month, the size of gasoline 
stocks may wel be the cause of real 
anxiety. ... The world scramble for 
gold and its attendant rising price 
abroad have again drawn marked at- 
tention to Canadian and American 
gold stocks. Both Homestake and 
Dome have recently made new highs 
with prospect of further advance un- 
der broadening demand. 


Speculating in Warrants 


Warrants are the right to buy a 
certain number of shares of stock, at 
a given price, within a given time. 


They are really long-term calls, 
sometimes the right of purchase 
being without time limit. Essen- 


tially speculative, their appeal lies in 
the smaller sum of money which has 
to be tied up in order to obtain a 
certain interest in a company. We 
make no specific recommendation of 
any warrant, for the reason that 
the right to purchase something at 
a price higher than the current mar- 
ket cannot be appraised, but some 
of them undoubtedly have interest- 
ing possibilities. Actively traded 
on the New York Curb Exchange 
are the warrants of the Atlas Corp. 
These are currently selling around 
$1 and represent a perpetual right 
to buy the common at $25 a share 
—the price presently being $81. 
Baldwin Locomotive warrants, sell- 
ing at $4, give one the right to buy 


THE MAGAZINE OF WALL STREET 





comin 
—the 
$10. 
comn 
ing fc 
walt’ 
til 1$ 
$61. 
wal': 
natic 
Elect 
agar 
a nu 
rath 
issue 
Airc 
are 
ing 
chas 
Airc 
and 
thes 
unfe 
vem 


Hel 
Aut 
7 
the 
clos 
bee 
den 
wee 
er 
bee 
son 
of 
the 
ho) 
be 
fac 
sul 
ria 
pr 
CO) 
be 
ve 
wl 
m: 
au 
in 
he 
th 














igh. 


sea- 
was 
ull- 
uld 
ion 
‘ine 
ea] 
for 
ice 
at- 
an 
nd 
hs 


= 
’ 


oP) a a ee | a ae 


common at $15 until 1945 
—the present price being 
$10. Colorado Fuel & Iron 
common is currently sell- 
ing for about $17, while the 
warrants to buy at $35 un- 
til 1950 can be bought for 
$614. Then there are the 
warrants issued by Inter- 
national Paper & Power, 
Electric Power & Light, Ni- 
agara Hudson Power and 
a number of others. Some 
rather interesting warrants 
issued by the old United 
Aircraft & Transport Corp. 
are still outstanding, giv- 
ing one the right to pur- 
chase an interest in United 
Aircraft, United Airlines 
and Boeing Airplane, but 
these particular warrants 
unfortunately expire No- 
vember, next. 


Helped by Better 
Automobile Outlook 


The 1938-model year in 
the automobile industry is 
closing better than had 
been expected. The strong 
demand for cars in recent 
weeks has so lessened deal- 
er stocks that there have 
been actual shortages of 
some styles in certain parts 
of the country. Hence, 
there is every reason to 
hope that 1939-models will 
be well received. Manu- 


facturers, indeed, are sufficiently 
sure that their hopes will mate- 
rialize that they are planning larger 
production schedules. Among 
companies whose prospects 
been much enhanced by these de- 
velopments is Collins & Aikman 
which has concentrated upon 
manufacturers of pile fabrics for 
automobile upholstery. It 





Columbia Gas & Electric . 


Ealtimore & Ohio . 


Developments in Companies Recently Discussed 


. . Having been 
prevented by the S E C from dectaring 
common dividends and with preferred divi- 
dends subject to the approval of the same 
body, this company is taking steps towards 
a bookkeeping reorganization which will 
create a capital surplus and relieve it of 
the necessity of being beholden tc the S EC 


on these matters. 


Celanese Corp. ... Reported a net profit of 


$426,000 in the second quarter of the 
present year, compared with a net profit 
of $114,000 in the first quarter. Company 
reports a strong demand for yarn over 
recent weeks and feels that this fore- 
shadows considerably increased business 
for the present half of the year. Rayon 
prices have recently been revised up- 


wards. 


American Telephone & Telegraph . . . The 


Bell System lost 6,850 stations during July 
against a loss of some 18,000 stations dur- 
ing June. Normally, July is a worse month 
than June, so that the actual showing 
made is taken to be an encouraging de- 
velopment. 


. - Through the R F C it 
was revealed that this road was expected 
to come forward shortly with a plan that 


would reduce fixed charges, presumably 


. C. Penney . 


Philip Morris 


Technicolor ... 


by getting the consent of bondholders to 
place certain junior issues on an “interest 
if earned" basis. B. & O., whose financial 
position is precarious, may be helped to 
the extent of $1,500,000 through the sale 
of the right of way of the old South Penn 
Railroad, which would then become part 
of the Harrisburg-Pittsburgh turnpike to 
be built with R F C and W P A money. 


. . Made a relatively good 
showing with profits for the first half of 
the year equal to $1.85 a share of com- 
mon stock, compared with $2.82 a share 
in the first half of 1937. It was said that 
store managers were expecting much im- 
proved business during the fall. 


. With the stock selling 
around $130 a share, the directors of this 
company are understood to be consider- 
ing a stock dividend or split-up. There 
are 519,151 shares of common outstanding 
and 1,000,000 authorized. Thus, a two-for- 
one split would not be possible without 
the authorization of stockholders but a 50 
per cent stock dividend, for example, could 


be paid without a special meeting. 


Officially stated that the 
company’s business is growing rapidly. 
Serious study is being given to the possi- 
bility of setting up European plants. 





also —_—- prospects. 


share was reported. There was a 
loss in the quarter to May 8, last, 
but stocks today are not selling on 

the the basis of first quarter losses. 
have Rather, they are selling on what is 
likely to be shown for the fourth 
quarter and for next year. At $35 
the ashare it is to be doubted that Col- 
lins & Aikman is over-discounting its 





interested to some extent in house- 
hold furnishings and drapings and 
the market here looks much _bet- 
ter now than it did a short time ago. 
While Collins & Aikmans earnings 
are far from stable, it certainly 
makes money when the automobile 
industry is active. In the year to 
February 28, 1937, profits were 
equivalent to more than $8 a share 
of common and even for the year 
to February 28, 1938, almost $4 a 
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Costs and Profits wae 


There has been a great deal of 
discussion over the matter of higher 
costs. One can point out that 
wages are at a permanently higher 
level arid the same may be said of 
taxes and overhead expenses gener- 
ally. Yet, while this is all unques- 
tionably true as far as it goes, there 


is concrete evidence that there is 
something faulty in the argument 
that because of higher costs the out- 
look for profits is a dismal one. By 
and large, earnings statements for 
the second quarter afforded a pleas- 
ant surprise and the reason therefor 
was that costs were better con- 
trolled in the second quarter than 
they were in the first. In other 
words, the decline in gross business 
in the second quarter failed to affect 
profits as adversely as the same de- 
cline in the first three months of 
the year. The fact that many cor- 
porations managed to do the seem- 
ingly impossible augurs well for the 
future. It is axiomatic, of course, 
that when business picks up costs 
tend to lag and the result is larger 
profits and increased dividends for 
stockholders. 


.. 
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Bower Roller Bearing Co. ness outlook and probable increase in public purchasing 
power. Any improvement in the condition of the auto- 

In point of size, Bower Roller Bearing Co. is not large. mobile industry should find prompt reflection in the Or 
The company’s industrial importance, however, is well earnings of Bower Roller Bearing. This improved pros- of pl 
established, and it easily ranks as one of the leading pect has been acknowledged marketwise and at 25, the year 
manufacturers of roller bearings. Although among the — shares are selling practically at their high for the year. divic 
company’s customers are included a considerable num- These levels, however, do not appear excessive in rela- com 
ber of industrial organizations, the automobile industry tion to the company’s record of substantial earning in tl 
provides by far the largest outlet. Products are sup- power under more normal conditions, and suggest that and 
plied to all of the leading manufacturers including Ford, commitments with the longer range prospect in mind to W 
Chrysler, General Motors, Studebaker, Packard. Inter- should prove profitable both from the standpoint of not 
national Harvester, the leading manufacturer of farm price appreciation and potential income return. wide 
implements and machinery, as well as a high ranking lato 
truck manufacturer, is also an important customer. Holland Furnace Company proc 

Prior to the current year, earnings of Bower Roller prol 
Bearing have recorded substantial gains, net last year Holland Furnace Co. distinguished itself both in the Ow 
having been the largest in the company’s history. Even June quarter and the first six months of this year by nov 
in 1932, at the depth of the depression, the company was reporting earnings ahead of the corresponding period a sure 
able to show net profits of nearly $160,000 and paid year ago. This accomplishment, when so many other fact 
$107,865 in cash dividends. In 1935, a 20 per cent stock companies were showing losses or greatly reduced earn- abo 
dividend was paid and at the present time there is only ing power, reflects no small measure of credit upon its Un 
a single class of stock outstanding, in the amount of _ skillful management and aggressive sales technique. | bee 
300,000 shares. The company is rated the world’s largest manufac- tha 

Applied to the outstanding stock, profits last year turer of warm-air furnaces, and in recent years has ex- wh 
were equivalent to $4.06 per share comparing with $3.56 panded its line to include air-conditioning equipment, 5] 
per share in 1936 and $2.80 a share in 1935. Last year, oil burners, stokers and complementary lines. The com- suc 
total dividends amounted to $3 a share, the largest dis- pany operates a fleet of some 350 power-driven vacuum by 
tribution to stockholders in the company’s history. Cur- cleaning units, utilized to remove soot and dust from 
rent assets as of December 31, 1937, including over furnaces, chimneys, etc. While the latter activity, in $1, 
$900,000 in cash and U. S. Treasury bills, amounted to _ itself, is not important, it has frequently paved the way an 
over $2,405,848 while current liabilities were less than for important sales contacts. The latter is true, particu- pre 
$700.000. larly as the company, while standing to benefit to some shi 

Being closely identified with the automobile industry, extent from increased home building, depends chiefly wi 
the company’s current operations have reflected the upon the installation of its equipment in homes already $1 
severe slump in automobile production and sales. Net built. The recent introduction of a furnace retailing for eq 
for the six months to June 30, totaled only $142,493, $58.50 has materially broadened the company’s market. [|  n¢ 
equal to 47 cents a share on the outstanding stock. This In the three months ended June 30, the company re- | gi 
compares with $742,311 or $2.47 a share in the first half ported a net profit of $316,777 equal, after preferred — Ww 
of 1937. Faced with sharply lower earnings, directors dividends, to 65 cents a share for the common stock, : 
took no action on the dividend ordinarily payable in and for the first six months of this year, profits of la 
June. A payment of 50 cents a share was made last $127,365 or the equivalent of 16 cents a share, com- hi 
March. pared with net of $103,071 equal to 11 cents a share in ; 

The probabilities are that the worst of the decline in the corresponding months of 1937. For all of 1937, net —  ™ 
the company’s earnings has been experienced. Recently, of $1,421,600 was equal to $2.90 a share, comparing with [| % 
prospects for the automobile industry over the coming $2.89 a share on a smaller amount of stock in 1936. 7 2 
months have taken an appreciable turn for the better, Capitalization is modest, consisting of 93,510 shares 5 68 
manufacturers being encouraged by the improved busi- of $5 convertible preferred stock and 450,232 shares of i J 
516 THE MAGAZINE OF WALLSTREET | 














ising 
uto- 
the 
TOs- 
the 
ear. 
ela- 
ling 
hat 
ind 


of 


che 


ben 
ler 
7 
its 








ToD cepa 


oe 











common stock. Finances were in an exceptionally favor- 
able position at the end of 1937. Current assets, includ- 
ing nearly $2,000,000 cash, amounted to $11,602,692 
while current liabilities amounted to only $1,508,923. 

Thus far this year, the company has paid dividends 
of $1.50 and the probabilities are that for the full year 
payments will amount to at least $2 a share. Normally, 
earnings in the company’s last half year are substan- 
tially better than in the early half and with building 
activity holding up surprisingly well, there appears to 
be ample reason to expect that this tendency will hold 
true currently. On a near term earnings basis, the 
shares, at 41, appear adequately priced, but looking 
ahead somewhat to more substantial earnings gains 
next year, the shares would appear to have well-founded 
speculative promise. 


Owens-Illinois Glass Co. 


Owens-Illinois Glass Co. has had an enviable record 
of profits, year in and year out—years of depression and 
years of prosperity—and an uninterrupted succession of 
dividends dating back to its formation in 1907. The 
company is rated the largest manufacturer of bottles 
in the United States. Further, the company is credited 
and identified with some of the most up-to-date uses 
to which glass is being applied. Present output includes 
not only all types of glass commercial containers, but a 
wide variety of service glasses, milk bottles, glass insu- 
lators, glass building blocks and glass fibre. The latter 
product, particularly, appears to hold out exceptional 
profits for profitable development. The products of 
Owens-Illinois Glass also include tin containers and tin 
novelties as well as a diversified variety of plastic clo- 
sures. It has been estimated that the company manu- 
factures about 45 per cent of the liquor bottles and 
about 40 per cent of bottles of all types used in the 
United States. At the most, the combined output of 
beer and liquor bottles, probably accounts for no more 
than a third of the total sales of all glass containers, 
while beer bottles are estimated to account for only 
5 per cent. Thus, the company has net felt seriously 
such encroachments upon its field as have been made 
by the tin containers. 

Net income last year totaled $9,351,627, including 
$1,055,972 cash received from the sale of patent rights 
and licenses. After provision for surtax on undistributed 
profits, net was equal to $3.51 a share on 2,661,204 
shares of capital stock. The 1937 showing compared 
with net income of $10,099,131, including cash of 
$1,057,500 received from the sale of patent rights, or the 
equivalent of $3.79 a share on the number of shares 
now outstanding. The company’s average profit mar- 
gin is relatively low, which factor accounts for the fail- 
ure of earnings last year to register a more impressive 
gain, with sales up nearly $13,000,000. Apparently, 
larger costs and a falling demand in the final quarter 
had a restricting effect upon net. 

The company’s latest statement covers the twelve 
months ended June 30, and revealed net income of 
$5,806,617 or the equivalent of $2.18 per share on 2,661,- 
204 shares of common stock. This compares with 
$11,856,194, or $4.46 a share in the same period a 


year ago. 
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Courtesy Owens Illinois Glass Co. 
A fifteen-arm automatic bottle-blowing machine in action. 


The company’s policy is to pay no fixed dividend 
but to adjust the rate to conform closely with earnings. 
It is significant, therefore, that following payments of 
25 cents a share in February and May, the August 
dividend will be at the rate of 50 cents per share, sug- 
gesting that recent earnings have taken a turn for 
the better. 

Among common stock issues, the shares of Owens- 
Illinois Glass may be credited with an element of in- 
vestment quality. Recent levels around 72 compare 
with a 1937 high of 10314 and in a period of sustained 
business recovery they may well again approach the 
latter figure. 


Alpha Portland Cement Co. 


Recently selling around 17, the shares of Alpha Port- 
land Cement Co. must be frankly regarded as a specu- 
lation upon the sustained recovery of general business, 
and increased construction activities specifically. The 
company ranks among the five leading cement manu- 
facturers and has nine plants strategically located with 
relation to important industrial centers east of the 
Mississippi River. Total capacity of these plants 
amounts to 12,500.000 barrels of cement annually. 

“arnings have reflected the instability characteristic 
of the cement industry and deficits were reported in the 
years 1931 to 1935, inclusive. Throughout this period, 
however, the company was able to maintain a wholly 
sound financial position. Last year, earnings were ad- 
versely affected by unfavorable price conditions in the 
cement industry. However, through the expedient of 
revising its policy with respect to depreciation reserves, 
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the company was able to show net income of $234,755, 
or the equivalent of 37 cents a share on the common 
stock. In 1936, net of $862,125 was equal to $1.34 
a share, after the deduction of substantially higher 
depreciation charges. The company’s latest report cov- 
ers the twelve months period ended June 30, last, and 
revealed net profit of $9,977, or the equivalent of about 
1 cent a share on the 639,500 shares of stock which com- 
prise the entire capitalization. This latest showing com- 
pares with net of $690,980 or $1.07 a share on 644,600 
shares in the corresponding period a year ago. Current 
assets at the end of last June, including some $4,700,000 
cash and Government bonds, amounted to $6,634,371 
while current liabilities were only slightly more than 
$600,000. Dividends thus far this year have been paid 
at the rate of 25 cents a share quarterly, but it is read- 
ily apparent that payments have been withdrawn from 
surplus. 

Recently cement prices were advanced in New York 
and Boston and reduced in Philadelphia. Higher prices 
along the eastern seaboard, however, have again opened 
up the threat of possible large imports from Belgium 
and Denmark. In some quarters it is held that the 
cement industry may follow the suit of the steel indus- 
try and abandon the basing point system. If such is 
the case, companies with a large plant system scattered 
throughout important consuming centers would be most 
favorably situated. This would include Alpha Port- 
land Cement. 


Harbison-Walker Refractories 


At least half, if not more, of the refractory material 
manufactured in the United States is consumed by the 





Courtesy Carnegie-Illinois Steel Corp. 


Blast furnaces such as the above must be lined with heat resist- 
ant refractory materials such as supplied by Harpison-Warker. 
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steel industry. Under the circumstances, anything 
affecting the steel industry promises to find prompt 
reflection in the operations of Harbison-Walker Refrac- 
tories Co., the largest manufacturer of refractory 
materials. 

Coinciding more or less with steel activities, earn- 
ings of Harbison-Walker gained substantially in 1936, 
net in that year of $3,462,483 comparing with $1,805,668 
in 1935. Last year net income totaled $3,131,595, the 
decline being almost directly the result of the downward 
trend in steel operations in the third and fourth quar- 
ters. Over a considerable period of time, it has been 
the company’s experience that in a time of declining 
steel activities, earnings fall at a faster rate than those 
for the steel industry as a whole. Conversely, in a period 
of increasing steel activity, the company’s earnings rise 
at a more rapid pace. This characteristic is important 
at a time such as the present, when the projected out- 
look for the steel industry features a gradually increas- 
ing rate of operations. 

Capitalization of Harbison-Walker is made up of 
30,000 shares of 6 per cent preferred stock, $100 par, 
and 1,358,883 shares of common stock. Based on the 
latter number of shares, earnings in 1937 were equal to 
$2.17, comparing with $2.41 a share in 1936. The slump 
in earnings which began in the third quarter of last 
year was continued in the initial quarter of 1938, and 
the company’s net for that period of $142,500 was equal 
to 7 cents a share on the common stock. For the same 
period a year ago, profits were equal to 77 cents a share, 
The probabilities are that little, if any, improvement 
will be shown in the second quarter report. Last year, 
dividends amounting to $2 a share were paid to com. 
mon shareholders, and two quarterly dividends of 25 
cents a share have been paid this year. Action with 
respect to the September dividend, however, was 
deferred. 

Earlier this year, refractory prices were cut about 
8 per cent and in the face of the sharp reduction in 
steel prices, it is possible that some pressure may be 
brought against the present price structure of refractory 
materials. Nevertheless, the shares of Harbison-Walker 
would appear to be a profitable medium for obtaining 
an indirect stake in the steel industry. Earnings of the 
company may be expected to do as well if not better 
than the average steel enterprise, and the shares may 
be credited with a corresponding measure of specu-~ 
lative promise. 


Congoleum-Nairn Co., Inc. 


Manufacturing a wide diversity of various grades and 
types of felt-base floor covering and linoleum, Congo. 
leum-Nairn is one of the leading units in its field. Not- 
withstanding the rapidly changing conditions in the 
past eight years, the company’s record has been an im- 
pressive one. Profits were shown for common stock. 
holders in each year of the depression; the company 
retired its preferred stock; the number of outstanding 
common shares was reduced; and finances were ade- 
quately husbanded. 

In 1932, profits equivalent to 50 cents a share were 
earned, followed by $1.66 a share in 1933, $1.71 in 1934, 
$1.82 in 1935 and $2.05 a (Please turn to page 536) 
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The Investment Clinie 


Discussing:—Cyclical Appreciation, 
Inflation Hedges, Rail Bonds 


Conducted by J. 


A Greater Stake in the Business Cycle 


A reader has the following question which appar- 
ently is of rather general interest: “Various informed 
friends have told me that my holdings while safe so far 
as income is concerned are concentrated too much in 
staid things that will show me too little gain over the 
next year. I am fortunately in a position to let a part 
of my capital ride with the market, although I am not 
looking for the outright gambling class of stocks. Can 
you help me by suggesting a few that will have a good 
chance of moving as business gets bet- 


S. WILLIAMS 


policies of the New Deal the more I fear a vigorous mfla- 
tionary movement sooner or later. Whether it is called 
monetary inflation or credit inflation I care not; the prin- 
cipal thing is I see a terrific price rise and want to pro- 
tect myself against it. Please give me a list of stocks to 
hold with this in mind. I don’t care if I have to hold 
them for two or three years, or longer.” 

The subject of common stocks as hedges against infla- 
tion is a very controversial one. Experience in other 
nations after the war is frequently cited to prove the 
inadequacy of such protection, yet it must be admitted 

that inflation in the shape of a mod- 





ter, yet are not apt to go bankrupt if 
my guess on business is wrong?” 

A number of companies suggest 
themselves as filling these needs. Tak- 
ing them by industries, among the 
motors and tires are U.S. Rubber and 
General Motors, both strong, well-man- 
aged, and progressing in their fields. 
Steel and allied industries offer excel- 
lent chances for investment for cyclical 
swings—U. S. Steel, Inland Steel and 
General Refractories seem attractive. 
American Radiator, Johns - Manville 
and U. S. Gypsum stand out in the 
building field, Caterpillar Tractor and 
International Harvester among the 
farm equipments. An aircraft manu- 
facturer such as Douglas or United 


U. S. Steel 


Common Stock Inflation 
Hedges 
Amerada Corp. 
Anaconda Copper 
Creole Petroleum 
Dome Mines 
International Nickel 
International Paper 
Lake Shore Mines 
Texas Gulf Sulphur 
Texas Pacific Land Trust 


erate rise in general living costs will 
help certain companies and harm 
others. Purely on a relative basis, the 
list of common stocks shown in the 
accompanying list should make satis- 
factory holdings during any period of 
mild inflation. It contains three oil 
producers, two non-ferrous metals, two 
gold stocks, and one each of steel, 
sulphur, and paper. The one common 
characteristic is ownership of large 
natural resources, preferably in a form 
easily stored. The reasonable assump- 
tion is that rising prices would en- 
hance the value of these companies’ 
assets and would widen their profit 
margins considerably, with allowance 
for higher labor costs and _ other 





Aircraft would be a logical addition to 

the list, as well as a chemical company like Union Car- 
bide, and perhaps Westinghouse Electric for representa- 
tion in electrical equipment. Investment in anticipation 
of prosperity would hardly be complete without at least 
one copper producer chosen from among Anaconda, 
Kennecott and International Nickel. With a portion 
of her funds invested in from six to ten of the suggested 
issues, Mrs. R. B. M. could feel certain of sharing in 
whatever business improvement is to occur. 


Protection Against a Higher Price Level 


Another typical inquiry runs in part: “The more I 
study the trend of Government finances and the various 
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charges. It happens that a number of 
the issues named are attractive on a basis of prospective 
earnings entirely aside from their hedging function. The 
list is therefore deserving of attention whether or not 
one is committed to the inflation viewpoint. 


Second-Grade Rail Bonds 


There has been a partial lifting of the clouds over 
the railroad situation, and it has brought renewed in- 
terest to the bonds of better-known carriers selling at 
large discounts. An inquiry along this line runs: “J 
have been told that with any sort of a business pickup 
from here on there is a good chance that railroad earn- 
ings will match last year’s. (Please turn to page 540) 
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Preferred 


Selected Lists of Attractive 


Siocks for 


Income and Price Appreciation 


Issues for 


Investment and Speculative Commitments 


BY STANLEY 


A srRictLy orthodox view must recognize that pre- 
ferred stocks are a “hybrid” investment medium. It is 
argued that a preferred stock does not afford the im- 
vestor the protection of a bond, vet most preferred 
fixed return. In 
industrial stress, dividends on preferred stock can be 
deferred but when times are good, it is the exceptional 
preferred issue which carries any provision for holders 


stocks provide only for a times of 





Preferred Stocks for Income 


1938 
Price Range Recent Yield 
Issue High Low Price oy 
Shell Union Oil 51° 105 93 105 5.2 
Bethlehem Steel 5% 16% 12%, 16 6.2 
Food Machinery 41/°%, Conv 103 85 102 4.4 
Household Finance 5% 100 83%, 98 5.2 
Radio Corp. 31% 58 37% 57 6.1 
Twentieth Century-Fox $1.50 38 251% 34 4.4 
Tide-Water Assoc. Oil 410% 98 77M" 96 4.6 
Westvaco Chlorine $1.50 20'/s 10 19 7.8 
Pure Oil 5% 88 74% 86 5.8 
Continental Baking 8°; 1031 651% 100 8.0 





Attractive Speculative Preferred Stocks 


Price Range Price Range 


1937 1938 Recent 
Issue High Low High Low Price 
Armour of Ill. $6 Prior Pid 991%, 57 72 281%, 55 
Amer. Car & Foundry 7°%, Pld 10414 36 53 27 49 
Jones & Laughlin 7°% Pfd 136 6435/4 78 4954 64 
Crucible Steel 7°%, Pfd 135 80 941, 70 85 
Int'l Paper & Power 5° Pld 681 29%, 479, 18/2 43 
General Cable 7% Pfd 126% 66 72 35 69 
Associated Dry Goods 7°;,.2nd Pid 125 83 72'% 56 71 
B. F. Goodrich 5% Pfd 87% 46 6112 32 56 
Celotex Corp. 5% Pfd 82% 52 72% 46 70 
Republic Steel Conv. 6°; 124 65 75% 391% 60 
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DEVLIN 


to participate in earnings. To that extent, therefore, 
the preferred stockholder assumes a risk comparable to 
that of the common. stockholder without the latter's 
promise of compensating profit. 

Nevertheless, there are actually quite a number of 
preferred stocks which command a higher investment 
rating than many medium and second grade bonds. 
There is also a sizable group of preferred stocks which 
offer reasonable assurance of sustained dividend pay- 
ments and which on the basis of a seasoned record invite 
For the investor compelled to 
place primary emphasis upor income, there Is no prac- 
he opportunities to be found 


investment confidence. 


tical reason to disregard 
among selected preferred stocks. referred stocks are 
not a stable medium but fluctuate with changing busi- 
ness and market conditions—but so do bonds for that 
matter. For the investor seeking income somewhat 
higher than average, however, stability may not be vital 
to the point of justifying the payment of a premium 
for it. Accompanying this discussion is a selected list of 
medium grade preferred stocks currently obtainable on 
a basis to vield an attractive return and involving no 
more than a reasonable investment risk, 

It will be recalled that during the period of rising 
security prices from 1933 to 1937, that some of the most 
spectacular gains were scored by preferred stocks- 
preferred stocks which for the most part paid no divi 
dends and which were frankly speculative. Many of 
these issues subsequently resumed dividends and liqui 
dated arrears. With the market and business prospects 
again in the ascendancy, it may prove timely and _ profit 
able to explore the possibilities among speculative pre 
ferred stocks. Many speculative preferreds have already 
recorded substantial price gains. Yet prevailing quota- 
tions for many of the more promising issues in this group 
are still sufficiently below last year’s highs to invite 
favorable speculative consideration. The selected group 
of such issues compiled for this discussion represents 
companies which might be logically expected to partici 
pate prominently in any general business recovery, and 
to an extent which would materially enhance the value 
of their preferred stock issues. 
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" HIGHLIGHTS 
-" INDUSTRY—Recovery continues at 
” , oe =e Fail so tempo. Motor outlook 
“ 1‘¢ rightens. 
oe MT ie Oe Sele 
1 e ee, * | 
2 ‘ Hy 4 fe ay Z TRADE—Sales retarded temporarily 
n 90 \ 7 | . =~ we" by poor shopping weather. 
x = soe 8 
in 1936| ,°" i ihe . 
nN ole NE 1 | COMMODITIES—Generally steady; 
i A My ‘ grains lower. 
‘ 
\ MONEY AND CREDIT—Bank de- 
posits expanding. Foreign curren- 
cies weaken. 




































































The Business Analyst 


Owing mainly to a greater than normal sea- 

sonal dip in patanaiite Assemblies and Check SUPPLY & DEMAND 
Payments during the past fortnight, the pace at (Production and ‘Consumption) 

which Business Activity was expanding has 
slackened temporarily after an improvement of 
about 8% from the depression low touched in 
February. There is nothing, however, in this edailee 
brief mid-summer pause to dampen the pros- 105 ee 
pects for further substantial recovery. It is par- 
ticularly encouraging to find that, although new roolt_ 
wealth created during June (according to our f 
Business Activity Index) amounted to only 71.2%, 1 
of the National Income Produced a year ee © eee N 
earlier, there was a decline of less than 12% in 
the National Income Paid Out for that 
month, and a shrinkage of only 8% during the 
half year. 
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1923-25 


Farm Income, including benefit payments, 
was about 11.4°/, below last year for both June 80 
and the half year. Factory Employment at \ 
mid-June was 24°/, below last year, with Fac- 5 \ 
tory Payrolls off 33%, owing to work spread- "J a 
ing. Total earnings of 206 industrial companies , | \ 
for the second quarter, though 70°% below the 70 wy 
like period of 1937, were 12% ahead of the ; 
first quarter. Total Dividends declared in July 65 
were 32°%/, below last year, compared with a 
cumulative drop of 24% for seven months. “a SOURCE ECONOMIES STATISHIES INC: 

(Please turn to next page) JFMAMJJASONDIJFMAMIJA SOND 
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Business and Industry 
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sie ae pom seed PRESENT POSITION AND OUTLOOK 


INDUSTRIAL PRODUCTION (b)| 
May 89.1 89.8 112.1 
July 80(pl) 77 114 (Continued from page 521) 
May 95.5 97.0 107.1 


May L 111.4 119.9 
May 71.7 82.7 Secretary Wallace makes an interesting contribu- 


Germany May i 124.6 117.6 tion to the national debt question by pointing 
out that while the Federal debt has been expand- 

WHOLESALE PRICES (h) June . 78.1 87.2 ing, private debts have been reduced at an even 
COST OF LIVING (d) | faster pace, with the net result that total debts in 
es ee | alate 86.5 88.9 the U. S. today are some six billions less than in 
| ee ! 80.8 88.9 1930, with an even greater percentage reduction 

Meusles rene 87.0 866 in interest charges. This reveals a dearth of pri- 
s : y vate expenditures for expansion which goes far 


Se Light — : Hg a to explain the present predicament of industry. 


Sundries June : 97.6 96.8 | a 
Purchasing value of dollar | June ; 115.6 42:5 | 

NATIONAL INCOME (cm)j{....) June : 4,883 5,951 | According to the most recent data available, 
| raw material prices are now 22% below last 
CASH FARM INCOME; | year, wholesale prices are down 11%, retail 
Farm Marketing | June $510 $604 | prices 7%, and living costs 4.5%. Prices 
Including Gov't Payments | June 631 received by farmers are 24% lower than last 
Total, First 6 Months 1938 3,833 year, while prices paid by farmers are off 
Prices Received by Farmers (ee)..) June 92 124 only 7%. Owing largely to rainy weather in the 
Prices Paid by Farmers (ee) | June 134 eastern part of the country, department store 
Ratio: Prices Received to Prices| sales for week ended July 23 were 12% below 
Paid (ee) June 74 93 last year, compared with a four weeks’ decline of 
"| only 9%. In the Richmond and Minneapolis 
FACTORY EMPLOYMENT (f) districts, sales are around last year's levels. 
Durable Goods June 65.1 67.2 97.8 Wholesale trade in June was 16% below last 
Non-durable Goods |_June 88.0 88.6 105.3 year, compared with a six months’ decline of 15%. 


FACTORY PAYROLLS (f) | 
(not adjusted) June 67.0 69.2 102.9 De, eee Weir 


RETAIL TRADE With car loadings currently running about 
Department Store Sales (Ff) June 81 78 93 24% below last year, Class | railroads in June 
Chain Store Sales (g) June 105.5 103.3 114.0 reported aggregate gross operating revenues 
Variety Store Sales (g) June 110.0 106.1 120.0 nearly 20% under last year and net operating in- 
Rural Retail Sales (j) June 112.4 110.1 124.4 come of around $25,000,000, compared with 
Retail Prices (s) as of June 1 89.5 90.2 95.6 $59,000,000 a year ago. For six months, gross 

totaled $1,636,000,000, a decrease of 22% from 

FOREIGN TRADE last year, and n. o. i. of $70,000,000 against 
Merchandise Imports t June $145.9 $148.3 $286.2 $299,000,000 for the first six months of 1937. 
Cumulative year's total f to June 30 961.0 815.3 1,683.4 For the first time during any month this year, the 

June 232.7 257.2 265.3 Carriers in July are estimated to have approximate- 

Cumulative year's total t to June 30 1,592.1 1,359.5 1,536.6 ly covered charges. This would compare with a 

$15,000,000 deficit in June and income of 

RAILROAD EARNINGS $19,000,000 for July, 1937. Western roads in- 
Total Operating Revenues* is 6 ms. $1,638,408 $2,086,873 tend to continue the present low passenger fares, 
Total Operating Expenditures*. . ‘ist 6ms. 1 eee 962 yen oie believing that they have increased traffic and serve 
Net Rwy. Operating Income*...|1st6ms. 70,289 299,466 pst ny ee 
Operating Ratio % 4st 6 ms. 81.40 74.68 ; a ae 
Rate of Return % 1st 6 ms. 0.67 2.84 















































Engineering construction awards for week 
ended July 28 were 3% above the like period 
June $251.0 : $317.8 of 1937, compared with a cumulative decrease of 
June 85.7 ‘ 93.0 2% from the first of the year to date. Private 
83.5 3 98.9 awards for the week were 31% below last year. 
Non-Residential f June 81.8 125.9 PWA has allotted more than $800,000,000 on 
Publicly Financedt | June 143.2 isu:s its 1938 program, and the Rural Electrification 
Privately Financed Tt June 107.8 . 180.3 Administration (REA) plans to commit the whole 

| of its available $140,000,000 within the current 

Building Permits (c) | fiscal year. According to the Bureau of Labor, 
214 Citiest | June $65.2 3 $82.8 | Building Material Prices at wholesale on July 23 
New York CityT June 22.4 F 11.9 | were 3.5% lower than on Jan. 1, but, as pointed 
ETE UD 3) ee ees Saar reere June 87.6 z 94.7 out recently by Pres. I. J. Harvey of the Flintkote 

| Co., building costs in terms of relative values, 

$260.0 | after allowance for new comforts which go into the 
| modem home, are much lower than in 1926. 


CONSTRUCTION COST INDEX) | Average rent rates are fractionally above last 
(En) 1913—100 | Aug. 1 232.39 240.65 | year. 





: 
BUILDING Contract Awards (k)| 


Residential ¢ 
Public Works and Utility ¢. . June 











Engineering Contracts (En)7... | July $223.3 
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a — a eo PRESENT POSITION AND OUTLOOK 
STEEL 
Ingot Production in tons*....... Jane 1,638 1,807 4.185 | Recently expanding retail sales of automo- 
Pig Iron Production in tons*..../ June 1,062 1,255 310g | biles, coming at a time when field inventories of 
Shipments, U. S. Steel in tons*../ June 478,057 465,081 1 268.550 | both new and used cars have been allowed to drop 
|_— ——— ee far below normal, have set the stage for an actual 
AUTOMOBILES | shortage of supply this autumn; so that the major- 
Production | ity of motor car producers expect to close as- 
(lS cu ok: Oe | June 174,667 192,068 497.312 | sembly lines earlier than originally planned in 
Total 1st 6 Months............ | June 1;103074 «...... 2,788,998 order to bring out new models by the first of 
Retail Sales : | September. The outlook is further brightened by 
Passenger Cars, U.S. (p)........ | June 156,393 178,060 360.936 | the circumstance that recent model cars now in 
ip OU UBS SIE (Se | June 30,000(pl) 32,956 58,698 | use form no greater proportion of the total than 
Renae est 6 aaa eae #02 _| in 1933. 
INVENTORIES (f) | et es we 
Manufactured Goods .| June 124 123 109 | 
PRB IVIRUCHINSS 555.6 ofs:8 0 8verdone | June 146 153 91 
Dept. Store Stocks............. | May 69 69 16 Cigarette deliveries in June were 3.2% 
-- - — — - |. on ____| above last year, against a six months’ gain of 
LIQUOR (Whisky) 2.37%. July sales by retail liquer package 
PIOGUCHGN LOANS. Foo. 505 vce or June 4715 7,667 15.980 stores were about 15% below the like month of 
Withdrawn, Gals.*.............. Sues 5,175 5,088 4.499 1937. During the fiscal year ended June 30, 
Nee) CL) hi A June 471,160 472,151 445 986 whisky production amounted to 103,000,000 
—_—-- SEE — ‘ | stax gallons, against 223,000,000 the previous 
GENERAL | year. Tax-paid winthdrawals amounted to 68,- 
Machine Tool Orders (f)..........} June 70.2 66.7 191.8 | 600,000 gallons, a decrease of 3.5%. Stocks on 
Railway Equipment Orders (Ry) | | June 30 came to 471,000,000 gallons, up 5.6%. 
Locomotive.................. | June 33 5 22 | 
STCIGHUNGAIS. «os. cies 6 cus cs'e aie June 1,034 6,124 598 | . es oe 
FBASCMG ET CATS cae oiisic bes sons sai | June None 55 10 | 
Cigarette Productionf............ June 14,717 14,324 14,260 | According to Department of Commerce esti- 
Bituminous Coal Production * (tons)} July 23,460(pl) 22,470 31,990 | mates, commodity inventories on June 30 were 
Boot and Shoe Production Prs.*...| June 26,677 30,314 34,449 | 38% greater than a year earlier, with manufac- 
Portland Cement Shipments*...... | June 10,932 9,752 12,645 | tured goods up 14% and raw materials showing 
= = | an increase of 60%. 
COMMERCIAL FAILURES (c)..| June 1,018 1,053 670 | 








WEEKLY INDICATORS 











PRESENT POSITION AND OUTLOOK 


















































Latest Previous Year 
Se Date Week Week Ago 
ELECTRIC POWER OUTPUT | 
ES a | July 30 2,094 2,085 2,256 
TRANSPORTATION 
Carloadings, total................ July 30 588,703 580,882 779,091 
ROARED IS ates pet Soeuiica's Stee ws July 30 50,711 53,350 51/955 
MOAN MOOKE § oi5i5.6 coe assis see or July 30 104,152 97,462 128,823 
ROVeSt PIOUUCESS </03%6.006 sr oa bass c July 30 = 27,875 26,777 42,526 
Manufacturing & Miscellaneous....| July 30 224,131 293/771 304,564 
PREM NNC Ss 22 5 2 ank els ora icine s agre July 30 147,924 142,216 166,975 
STEEL PRICES 
Pig Iron $ per ton (m)............ Aug. 2 19.61 19.61 23.25 
Scrap S Wer CON CIN). seis coe caiecos Aug. 2 14.33 14.08 20.42 
Finished c per Ib. (m)............ | Aug. 2 2.30 2.30 2.512 
STEEL OPERATIONS | | 
% of Capacity (m) week ended... -| Aug. 6 40.0 38.0 84.0 | 
CAPITAL GOODS ACTIVITY! | 
(m) week ended.............. | July 30 50.2 49.8 96.4 | 
PETROLEUM | | 
Average Daily Production bbls.*..| July 30 3,316 3,349 3,592 | 
Crude Runs to Stills Avge. bbls.*../ July 30 3,240 3,180 3,380 | 
Total Gasoline Stocks bbls.*...... | July 30 76,864 76,366 70,504 | 
Gas and Fuel Oil Stocks bbls.*....| July 30 144,294 143,041 107,600 | 
Crude—Mid-Cont. $ per bbl...... | Aug. 6 1.22 1.22 OF 
Crude—Pennsylvania $ per bbI....| Aug. 6 1.40 1.40 2.35 
Gasoline—Refinery $ per gal...... | Aug. 6 0634 06% 075} 


The margin of decline in electric power out- 
put below last year has narrowed to around 7%. 
May gas sales were 0.7% above May, 1937, 
against a five months’ gain of only 0.5%. May 
revenues from gas sales were 3.5% below last 
year, compared with a five months’ decrease of 
only 2.5%. The SEC has asked Utility Holding 
Companies to have plans for integration of the 
industry ready before the year end. Competition 
in the near future from Government financed 
municipal power plants is not expected to be ex- 
tensive. 

* * * 

The steel operating rate is now close to 40% 
of capacity, a new high for the year and up 54% 
from the year's low. Automobile demand for 
steel to be used in the new models, which is ex- 
pected to appear around mid-August, should 
cause a further sharp expansion in operations. It. 
is possible that the industry may be in the black 
during the fourth quarter. 


* * * 


In view of the circumstance that gasoline 
stocks are still nearly 11% higher than last, in face 
of only a 1% increase in consumption, the Texas 
Railroad Commission has decided to continue 
Sunday shut-downs in erude oil production 
throughout the month of August. Stocks of fuel 
oil, at 31% above last year, are still excessive. 

















t—Millions. 


(cm)—Dept. of Commerce estimates of income paid out. 
Dept. of Agric., 1909-14—100. 
justed—1929-31—100. 
(s)—Fairchild Index, Dec., 1930—100. 


nary. 


*—Thousands. 


(f)—1923-25—100. 
(k)—F. W. Dodge Corp. (m)—lron Age. 
(En)—Engineering News Record. 


(b)—Annalist Index 1928—100. 


(ba)—Federal Reserve 1923-25—100. 


(d)—Nat. Ind. Conf. Bd. 1923—100. (e)—Dept. of Agric., 1924-29—100. (ee)— 
(h)—U.S.B.L.S. 1926—100. (j)—Ad- 
(p)—R. L. Polk & Co.'s Estimate. (pl)—Prelimi- 


(g)—Chain Store Age 1929-31—100. 
(n)}—1926—100. 
(Ry)}—Railway Age. 


(c)—Dun & Bradstreet’s. 
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Trend of Commodities 


Commodity prices, as a whole, have moved lower over dustrial commodities stems from the growing confidence in 
the past week without however displaying any evidence of general business revival. Evidence continues to accumulate 
selling pressure. Easiness has been most conspicuous in the substantiating the sustained progress in liquidating top-heavy 
price structure of agricultural commodities and foodstuffs, inventories. A representative group of seventy manufac. 
while the metal list has displayed noteworthy firmness. Price turing companies on June 30 showed a reduction of 21, 
trends in the leading grains reflect prospective large sup- per cent in inventories since the end of last year. Pending 
plies, much larger than normal demand. The loan program renewed buying interest, commodity prices may continue to 
of the A A A tends to stifle trading interest. Firmness in in- mark time within a comparatively narrow range. 
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(M.W.S. INDEX. 1923-25=100) 
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Changes in Major Commodity Price Group for the Fortnight Ended July 30, 1938 
down 2.1 95.4 up 0.1 
down 0.3 89.2 down 0.1 
an 77.0 down 0.1 


no change 
down 0.1 87.9 down 0.1 

















Latest Previous Year 
Date h citte: hatin. im PRESENT POSITION AND OUTLOOK 


COTTON | | Cotton. Latest private estimates of the cur- 
| rent crop range from 10,572,000 bales to 11,- 
Aug. ; 10.88 800,000 bales. These compare with the latest 
December | Aug. : : 10.78 | Government estimate of 11,988,000 bales and 
| Aug. : 11.24 the 1936-37 crop of 18,946,000 bales. World 
(In bales 000's) | consumption of American cotton during the 1937- 
Visible Supply, World | Aug. 4,352 | 38 season will total about 11,000,000 bales, 
Takings, World, wk. end | Aug. 2294 | nearly 2,000,000 bales less than the previous 
Total Takings, season Aug. 1 to....| Aug. 162 season and 15 per cent under the average for the 
Consumption, U.S | June 681 | five years ended 1936-37. The world carry-over 
Exports, wk. end Aug. 27 ~+| of American cotton on August 1, was approxi- 
Total Exports, season Aug. 1 to....) Aug. 25 mately 13,500,000 bales, a new record high. 
Government Crop Est Aug. 18,946(e) | Last year the carry-over was 6,200,000 bales. 
Active Spindles (000's) | June 21,342 soe cs 








Price cents per pound, closing 


Wheat. If recent private estimates prove 
WHEAT | reasonably accurate, the current wheat crop will 
Price cents per bu. Chi. closing | | fall about 64,000,000 bushels short of the billion 
September | Aug. 6 647g 675g 112% | bushels being forecast several months ago. 
December | Aug. 6 663%, 691 1131%4 | Government estimates may indicate a larger crop 
Exports bu. (000's) since July 1 to.| July 30 13,589 10,553 11,078 | than those of private estimators but in any event 
Exports bu. (000’s) wk. end | July 30 3,036 5,178 it appears certain that wheat will continue under 
Visible Supply bu. (000's) as of...| July 30 91,439 81,126 | the restricting influence of an unbalanced supply- 


Gov't Crop Est. bu. (000's) | July 1 967,412 873,993(c) | demand situation. Even technical rallies are likely 
| to encounter resistance in the form of Government 


CORN | loans, which have the effect of virtually placing a 

Price cents per bu. Chi. closing | ceiling on prices. gas 

y 5. | 
a Phe . sii i Corn. Prices have weakened and farmers cer- 
. | . . . . 5 
Exports bu. (000's) since July 1 to.} July 30 15,500 None | roa to vote on crop qnotes. Private estimates in 
Visible Supply bu. (000's) as of... July 30 16,660 icate a possible crop of 2,525,000,000 bushels, 
Gov't Crop Est. bu. (000's) July 12 482 000 or about 220,000,000 bushels above the 1927-36 
co oe $ " average, 
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PRESENT POSITION AND OUTLOOK 




















































































































































| 





Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago 
COPPER ' 
Price cents per Ib. 
SRN eS iisie Sale os ses 6 Aug. 6 10.125 10.125 14.00 
aa | Se ee | Aug. 6 10.375 10.42% ...... 
Refined Prod., Domestic (tons).....| June 32,465 47,300 86,016 
Refined Del., Domestic (tons)... . -| June 32,863 28,044 77,725 
Refined Stocks, Domestic (tons)... -| June 358,971 369,809 111,020 
Refined Prod., World (tons)....... | June 142,532 144,344 199,999 
Refined Del., World (tons)........ | June 145,393 136,567 191,002 
Refined Stocks, World (tons)..... -| June 551,495 554,356 300,445 | 
TIN 
Price cents perlb., N. ¥.......... | Aug. 6 43.50 44.25 58.75 | 
Tin Plate, price $ per box......... | Aug. 6 5135 5.35 5.35 | 
World Visible Supplyt........... | July 1 27,512 19,660 22,439 | 
U.S. Deliveriest................| June 4,205 4,275 6,645 | 
U.S. Visible Sdpplyt:......%. 5. | June 1 10,864 11,120 13,240 | 
LEAD 
Price cents perlb., N. ¥..........| Aug. 6 4.90 4.90 6.00 
U. S. Production (tons)........... | June 35,028 32,977 40,156 
U. S. Shipments (tons)............ | June 35,343 26,011 42,710 
Stocks (tons) U. S., as of.......... | June 163,346 163,723 - 113,370 
ZINC 
Price cents per Ib., St. Louis....... | Aug. 6 4.75 4.75 7.00 
U. S. Production (tons)........... | July 30,362 30,799 49,181 
U. S. Shipments (tons)............ | July 33,825 29,248 40,701 | 
Stocks (tons) U. S., as of.......... July 146,208 149,671 13,561 | 
eT I | FE occ 5 Set at _ OIN I  aak, SPE a oil 
| 
SILK 
Price $ per Ib. Japan xx crack..... | Aug. 61.73-1.78 1.79-1.84  1.85-1.90 | 
Mill Dels. U. S. (bales), season to..} June 30 380,480 _........... 483,742 | 
Mill Deliveries U.S. (bales).......| June 31,492 28,687 35,730 
Visible Stocks N. Y. (bales) as of..| June 30 44,457 ~—....... 45,556 
Visible Stocks, World (bales) as of | June 30 124,257 —_........... 130,256 
RAYON (Yarn) 
FRE RORTESIIET NOG cs. is 'n a! siaiaia'ss ove Aug. 6 51.0 51.0 63.0 
ESS yO) ea ee July 843 473 697 
All Rayon—Month’s Supply...... July 31 3.1 3.9 0.2 
WOOL 
Price cents per Ib. territory fine....| Aug. 6 68-70 68-70 101-103 
HIDES 
Price cents per Ib. hvy. native Chi..| Aug. 6 11.50 11.50 17.0 
Visible Stocks (000's) (b) as of....| June 30 13,932 13,874 15,296 
No. of Mos. Supply as of......... July 1 8.9 8.2 7.8 
RUBBER 
RICO TCONIS IEE VO si sain 6 0)scia sis ore Aug. 6 16.0625 16.125 18.50 
Dey USS a ee re June 26,011 27,410 48,956 
RSONSERIIUION, 00s Das ss oe ci 0s'sa.07 June 30,629 28,947 51,860 
ACRE 19-9. AY Olio a5 scree ale eb ost June 294,566 299,720 172,056 
Tire Production (000's)........... June 3,112 2,842 5,339 
Tire Shipments (000's)............ June 4,025 3,372 5,389 
Tire Inventory (000's) as of........ June 8,812 9,855 12,529 
COFFEE | 
Price cents per Ib. (c)............ | Aug. 6 gf 7:50 11.50 
Imports (bags 000's)............-. | July 1,185 1,095 891 
USGS SEASON IOs ss. 0cee ogo 4s | Jone 30 12,366 = sn sass 12,467 
U.S. Visible Supply (bags 000's). 7 July 1 1,418 1,299 1,496 
SUGAR | 
Price cents per Ib. | 
Domestic No. 3 Sept..........| Aug. 6 1.83 1.81 2.55 
Duty free delivered............ | Aug. 6 2.75 2.75 3.45 
Refined (Immediate Shipment). . | Aug. 6 4.30 4.50 4.69 
U. S. Deliveries (000's)*.......... | 1st6ms. 2881 ...... 3,317 
June 30 WGST sass 1,445 


Copper. Prices hold firm at 10% cents. 
Domestic bookings thus far in August have been 
light in comparison with the activity last month. 
Advance estimates presage a further improvement 
in the statistical position of copper when July 
figures are released. It is expected that the do- 
mestic position will show the greatest improve- 
ment with the foreign position virtually unchanged. 

- . * 


Tin. Thus far the buffer pool has had little 
apparent success in stabilizing prices. Prices have 
declined during the past week and buying has 
been light. World stocks increased 1,204 tons 
during June and on July 1 were 15.1 per cent of 
consumption during the past twelve months. 

* * * 


Lead. Demand has been more active. Sep- 
tember bookings have been sizable and well di- 
versified industrially. July statistics likely to show 
a further reduction in stocks. 

* * * 

Zinc. Prices are holding firm and may pos- 
sibly work higher in the near future. Demand has 
turned dull but there is no lack of interest, par- 
ticularly in forward booking, but producers pre- 
fer to turn down these orders, hoping to obtain 
better prices later on. 

* 


Silk. Consumption in July failed to come up 
to previous expectations. Mill takings although 
more than 1,000 bales above June, the total of 
32,593 fell considerably short of the anticipated 
figure of 34,000 bales. Asa result prices declined 
but subsequently rallied moderately. 

- * * 


* * 


Rayon. Although buying of rayon yarn was 
heavy in anticipation of recent price advances of 
2 to 3 cents a pound, the trade looks for further 
price increases in the near future and in anticipa- 
tion continues to place sizable forward orders. 

* - * 


Wool. Consumption in June again increased, 
for the second successive month. Retailers are 
displaying renewed buying interest and the pros- 
pect favors sustained mill activity. 

~ * . 

Hides. Price changes for the most part con- 
tinue to follow stock market sentiment. Stocks 
increased moderately in June but remain at a 
comparatively low level. Stocks of finished leath- 
er in all hands continued to decline. 

a * * 

Rubber. Prices rose moderately following 
the failure of the International Rubber Regulation 
Committee to take any action on raising fourth 
quarter quotas. The next meeting is scheduled 
for September 12. June tire statistics were quite 
encouraging. Domestic tire inventories at the end 
of June were the lowest since September, 1936. 

* * * 


Coffee. Prices have rallied and are selling 
about 1 cent above the extreme lows of late last 
year. Reports that the crop in Brazil will not be as 
large or as good in quality as had been expected 
encouraged higher quotations. 

+ * * 

Sugar. Interest has focused on a price war 
which has broken out among refiners, at the height 
of the heavy consuming season. First half con- 
sumption was disappointing but has recently 
turned up. A quota revision more nearly in line 
with consumption is sorely needed to bolster 
prices and save refiners from inventory losses. 











U.S: Stocks (000's)* ‘as'of........5:. | 

















(a)—Expressed in % (1923-25—100). 


(c)—Santos No. 4.N. Y. 


(e)—1937 Harvest. 





t—Long tons. *—Short tons. 
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and Banking 





Previous Year 


Week Ago 


COMMENT 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. Y 


114% 114% 
%4T%o % % 
1% 

1% 114% 





CREDIT (millions of $) 
Bank Clearings (outside N. Y.)..... 
Cumulative year’s total 
Bank Clearings, N. ¥Y 
Cumulative year’s total 
F. R. Member Banks 
Loans and Investments 
Commercial, Agr., Ind. Loans. . . 
Brokers Loans 
Invest. in U. S. Gov'ts 
Invest. in Gov't Gtd. Securities. . .| 
Other Securities 
Demand Deposits 
8 Oe eee 

New York City Member Banks | 
Total Loans and Invest 
Comm'l, Ind. and Agr. Loans... .| 
Invest. U. S. Gov'ts dir. & gtd. . .| 
Demand Deposits............ 
Time Deposits 

Federal Reserve Banks 
Member Bank Reserve Balance.. | 
Money in Circulation 
Gold Stock 
Treasury Currency 
Treasury Cash 
Excess Reserves 





NEW FINANCING (millions of $) 
Corporate 
New Capital 
Refunding 
Government 
Refunding 
Addition to Debt 


66,501 
3,152 
92,023 


20,556 
3,869 
595 
7,659 
1,640 
3,096 
15,160 
5,200 


7,488 
1,443 
3,559 
6,188 

637 


8,074 
6,465 
13,025 
9,721 
2,357 
2,920 


2,644 
78,114 
3,371 
111,810 


92,283 

4,425 

1,363 

8,283 

1,188 

3,028 

15,127 15,033 
5,208 5,268 


7,490 8,428 
1,450 1,741 
3,557 3,424 
6,278 5,978 

645 732 


8,188 6,636 
6,416 6,468 
13,002 12,462 
2,719 2,572 
2,328 3,605 
3,040 700 





Latest 
Month 
$180.6 
129.0 
51.6 
444.3 
400.6 
43.7 


Last Year 
Month Ago 
$294.0 $139.9 
199.0 81.7 

95.0 58.2 

1,673.2 350.3 
1,638.8 200.3 
34.4 150.0 


The latest statement of the Federal Reserve 
Banks revealed a decline of $120,000,000 in 
excess reserves, which are now $230,000,000 
under their July 13 peak. The downward trend 
in excess reserves has for the most part been the 
result of Treasury policies. During the past several 
weeks the Treasury has acquired more funds than 
it has disbursed. The Treasury balance with Re- 
serve banks has risen $147,000,000 in the past 
three weeks. Increased currency circulation to 
meet month-end requirements also contributed to 
the reduction in reserves. A net decline of 
$2,000,000 in total loans and investments was 
shown in the latest statement of New York City 
Member Banks, which was entirely accounted 
for by a similar reduction in loan portfolios. 
Direct Government holdings declined $9,000,000 
in the New York area, but with the Treasury once 
again raising new money, the probabilities are that 
the downward trend in this class of investments 
will be reversed in the near future. Member banks 
outside of New York City also reported a decline 
in loans and investments. Bank deposits have 
shown little or no change for several weeks but a 
fairly sustained rise is foreshadowed by the po- 
tential effect of the revised Treasury policies and 
he increasing urge on the part of the banks to add 
to their security portfolios. 


* * * 


Although the volume of new financing declined 
in July, of particular significance was the fact that 
the proportion of new capital raised was the largest 
in a long time. August promises to record a sub- 
stantial gain in the volume of financing and new 
issues aggregating at least $300,000,000 are 
planned. Indications are that the trend from now 
to the end of the year, at least, will be upward. 








POSITION OF FOREIGN BANKS 





Aug. 3, 1938 


Aug. 4, 1937 


COMMENT 








BANK OF ENGLAND 
Circulation 
Public Deposits 
Private Deposits 
Bankers Accounts 
Other Accounts 
Government Securities 
Other Securities 
Discount and Advances 
Securities 
Reserve Notes & Coin 








Coin and Bullion 





BANK OF FRANCE 
Gold Holdings 
Credit Balances Abroad 
Bills on France 
Wheat Office Bills 
Advance Against Securities 
Note Circulation 
Credit Current Accounts 
Temp. Advs. to State 
Gold on Hand to Sight Liabilities. . 








£497,783,000 
9,490,000 
148,165,000 
113,424,000 
34,741,000 
114,671,000 
31,388,000 
9,607,000 
21,781,000 
29,729,000 
327,542,000 


£503,877,000 
9,800,000 
132,486,000 
95,491,000 
36,995,000 
110,205,000 
26,591,000 
6,445,000 
20,146,000 
23,644,000 
327,521,000 





July 29, 1938 
Fr.55,808,000,000 
765,000,000 
7,132,000,000 
89,000,000 
3,544,000,000 
101,116,000,000 
17,342,000,000 
40,133,000,000 
47.11% 


July 30, 1937 
Fr.55,677,000,000 
14,000,000 
9,822,000,000 


4,064,000,000 
89,307,000,000 
18,375,000,000 
23,886,000,000 
51.70% 





The weakness in sterling and demand for gold 
has featured the London situation over the past 
fortnight. Fuller comment on these developments 
will be found elsewhere in this section. Thus far 
business in Great Britain has yet to take a turn for 
the better. Business sentiment, however, remains 
hopeful of some improvement this fall. Rumors of 
difficulty in reaching a satisfactory agreement on 
the British-American trade treaty are unsubstan- 
tiated and have apparently given way to the be- 
lief that the treaty will be followed by both war 
debt and currency agreements. 

* * * 

With business conditions in France showing no 
improvement, it is becoming more and more ob- 
vious that steps must be taken to adjust existing 
labor laws in such a manner as to relieve industry 
of the heavy burden of increased costs. Industrial 
output is lagging despite the heavy rearmament 
program. Steel production in June totaled 
480,000 tons, compared with 687,000 tons a 
year ago. Recent reports imply a growing will- 
ingness on the part of both industry and labor to 
adjust their problems amicably. 
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POSITION OF FOREIGN BANKS—Continued 












GERMAN REICHSBANK 
Gold and Bullion 
Of Which Deposits Abroad 
Reserve in Foreign Currency 
Bills of Exchange & Checks. ...... 
Investments 
Other Assets......... 
Notes in Circulation . . 
Other Daily Matured Obligations. . 
OUnEr TAMOMINCS § 5.6050 sk ses necs. 
Proportion of Gold & Foreign Cur- 
rency to Note Circulation....... 








July 30, 1938 
Rm.70,773,000 
20,293,000 
5,206,000 
6,264,216,000 
848,509,000 
1,149,069,000 
6,649,500,000 
919,802,000 
286,837,000 


1.14% 





July 31, 1937 
Rm.69,111,000 
19,359,000 
5,844,000 
5,344,989,000 
403,356,000 
734,218,060 
5,111,635,000 
732,156,000 
248,973,000 


1.46% 





BANK OF CANADA 
Reserve Gold, Coin & Bullion..... 
Silver Bullion. ........ 
Reserve in Sterl. & U.S. Dollars... .| 
Subsidiary Coin....... 
Dom. & Prov. 

SCUNTIES <.0.5-cos so 06's 
Other Dom. & Prov. Securities..... 
Other Securities....... 
Note Circulation. ..... 
Deposits—Dom. Gov't. 
Chartered Banks....... 





Gov't 


Short Term 











Aug. 3, 1938 
$1 80,696,000 
24,870,000 
335,000 


118,329,000 
52,379,000 
158,260,000 
14,595,000 
196,573,000 
55.21% 


Aug. 4, 1937 
$1 79,492,000 
2,521,000 
21,992,000 
183,000 


36,211,000 
94,807,000 
9,994,000 
141,374,000 
21,483,000 
178,386,000 
59.64% 





Emphasizing the difficulty which Germany is 
having in its huge public works program, is the 
recent increase of 30% to 40% in corporation 
taxes. It is estimated that the increased tax will 
yield 500,000,000 marks annually, bringing the 
total corporate yield up to 2,000,000,000 marks 
yearly. Aside from the problem of obtaining 
sufficient funds to finance the program, other dif- 
ficulties have been encountered in the form of 
rising material costs and a shortage of skilled labor. 








* as + 


The relationship between business conditions 
in Canada and the United States remains unchanged 
in favor of the former. General industrial activity 
is only about 5% under that of a year ago. Retail 
sales are about 7% under last year and employ- 
ment is gaining. Dividend payments in August 
will be substantially larger than for the same month 
a year ago. Prospects continue to favor a large 
harvest. 





Quotations in cents and decimals of - 
a cent except pound sterling which is 
in dollars and cents. 





FOREIGN EXCHANGE IN DOLLAR TERMS 








Demand— 
Aug. 5 


Year Ago 





Cables 


Year Ago 





Aug. 5 


COMMENT 














Country and Par 


Great Britain ($8.2397 a sov.)....... 
Belgium (16.9502c a belga)......... 
Czechoslovakia (3.51¢ a crown)..... 
Denmark (45.374c a krone)......... 
Finland (4.264¢ a finmark) 
France (par not definite). . 
Germany (40.33c¢ a mark)**......... 
Germany (benevolent mark)......... 
Germany (travel mark).............. 
Germany (emigrant mark). 
Germany (kredit mark). . . 
Greece (2.197c a drachma)......... 
Holland (par not definite). 
Italy (5.2634c a lira)§.... 
Norway (45.374c a krone) 
Poland (18.994c a zloty). 
Rumania (1.012c¢ a leu)... 
Spain (Burgos peseta)f. . . 
Sweden (45.374c a krona) 
Switzerland (par not definite)........ 
Yugoslavia (2.981¢ a dinar)......... 
Shanghai dollars (unsettled)......... 
Hongkong dollars (unsettled)........ 
India (61.798c a rupee). . 
Japan (84.39c a yen).... 
Sts. Settlements (96.139c a dollar)... . 
Argentina (71.87¢ a paper peso)... 
Argentina (71.87¢ a paper peso)**... 
Brazil (20.25c¢ a paper milreis)**..... 
Chile (20.599 a gold peso) f 
Colombia ($1.645 a gold peso)**.... 
Mexico, peso (unsettled) T 
Peru (47.409c a sol)f.... 
Uruguay ($1.751 a gold peso) {..... 
Uruguay ($1.751 a gold peso)**f.... 








4.8956 4.981 
16.92%, 16.8334 
3.4514 3.49 
21.86 22.26 
Bei ctccs see | 2.165% 2:21 
eee 2.714568 3.75% 
40.13 40.23 
)3 |, ee 
22.715 27.00 
Baa e tele vane 3.921% ee 
cehamascisated TT 
0.89% 0.913% 
Be reese tie 54.64 55.15% 
ee a 5.26%, 5.26%, 
erates A 24.6014 25.05 
i wwarhs 18.86 18.95 
ce ai ars sitet 0.75 0.75 
ple Wis dors ore 10.00 8.50 
elavivereyeiseee 25.24 25.70 
22.8734 22.97% 
2.33 9:33 
16.60 29.60 
30.63 31.00 
eee eee 36.60 37.65 
Eeeia hal A 8 28.54 29.05 
57.20 58.5614 
26.10 30.30 
32.65 33.23 
5.90 6.72 
fees or 5.19 5.19 
56.26 56.90 
Seers's tie Sis 20.25 27.80 
Sata ahh saa 22.60 25.75 
42.50 60.00 
64.45 79.05 
31.62% 32.00 
31.69% =a... 


4.8958 
16.92% 16.8334 
3.4514 3.49 
21.86 22.26 
2.165% 2:21 
2.7458 3.751% 
40.13 40.23 
S085 = -saioes 
22.75 27.00 
ci) ae 
7) 
0.90 0.91% 
54.64 55.1514 
5.2614 5.26%, 
24.6014 25.05 
18.86 18.95 
0:75 O75 
10.00 8.50 
25.24 25.70 
22.8734 22.97% 
2.33 2.33 
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The decline in the pound sterling, French francs 
and Dutch guilders accompanied by heavy de- 
mand for gold released a flood of rumors. Un- 
easiness over the prospect of war was perhaps the 
most ready explanation, on the theory that August, 
with the harvest in, would be a crucial month in the 
European political situation. Doubtless war fears 
were responsible for the urgent demand for gold, 
particularly gold coins for which buyers were will- 
ing to pay a sizable premium. Actually, however, 
there are other reasons back of sterling weakness, 
which would appear more valid. For one thing 
the marked deterioration in the British export trade 
has naturally restricted the demand for pounds. 
Earlier this year there were unconfirmed reports 
that British authorities would permit the pound to 
decline to its former dollar parity—$4.87—for the 
purpose of increasing the nation’s export advant- 
age. More recently these reports have given way 
to the belief that French, British and United States 
authorities have under consideration a plan for war 
debt settlement and stabilization of currencies. 
Credence is given to these rumors by the presence 
of Secretary of the Treasury Morgenthau in Paris 
and the numerous conferences which he has had 
with French Treasury officials. Conclusion of the 
British- American trade treaty may be the first step 
in that direction. 

* * * 

The early stabilization of the Argentine peso to 
sterling has been predicted by Dr. Alejandro 
Bunge, leading Argentine economist. Currently 


the peso is pegged to sterling but it is expected 
that it will be placed on a legal basis. The tie-up 
is logical inasmuch as one-third of Argentina's 
international trade is with Great Britain, with the 
balance heavily in favor of Argentina. 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1937 Indexes 1938 Indexes 
No. of 
High Low Issues (1925 Close—100) High Low July 23 July 30 Aug. 6 
122.0 54.3 330 COMBINEDAVERAGE 70.9 44.2 70.9h 68.5 70.2 
253.3 111.4. 5 Agricultural Implements.. 133.9 94.0 133.9h 127.2 126.3 
72.6 34.0 6 Amusements........... 42.6 24.7 42.6h 40.4 40.9 
146.6 52.1 16 Automobile Accessories. 80.0 43.1 77.4 78.6 80.0h 
30.1 8.9 12 Automobiles........... 13.2 7.0 12.6 12.8 13.2h 
178.0 73.4 9 Aviation (1927 CIl—100) 122.2 75.2 122.9 114.4 118.7 
28.5 9.3 3 Baking (1926 Cl._—100). . 16.1 8.9 15.6 164h 15:5 
308.6 135.4 3 Business Machines....... 203.3 120.2 196.5 199.0 203.3h 
247.7 1326 9 Ghemicals.............- 166.9 111.6 162.9 162.2 166.9h 
68.3 32:9 18 Gonstuction .......... 48.2 25.6 48.2h 45.1 46.6 
361.0 1934 5 Gontainess.............. 242.6 173.8 242.0 233.5 242.6h 
217.3 75.3 9 Copper & Brass......... 111.3 60.0 108.6 106.1 111.3h 
430 245 2 Dairy Products............. 28.0 23.1 27.1 27-2 27.3 
42.7 15.2 9Departent Stores........ 25.8 12.2 25.8h 24.1 25.8 
108.8 45.2 9 Drugs & Toilet Articles... 56.4 40.1 56.4h 53.7 54.4 
388.4 182.6 2 Finance Companies...... 283.0 158.1 264.4 271.3 283.0h 
719- 375 Wood Brends.......-..... 50.2 33.3 49.9 48.7 49.5 
53.2 25.9 4 Food Stores............ 30.2 20.5 28.4 28.3 28.4 
122.3 46.4 4 Furniture & Floor Covering 65.4 36.9 65.4h 61.7 64.4 
1160.6 894.0 3 Gold Mining........... 1258.7 953.7 1217.3 1227.2 1258.7h 
58.6 25.8 6 Investment Trusts........ 32.1 21.1 32.1h 30.9 30.7 
317.8 167.2 4 Liquor (1932 Cl—100).. 194.2 140.7 193.2 191.8 194.0 
209.8 97.8 9 Machinery............. 126.9 77.6 1266 120.0 126.9h 
104.3 53.8 ee 80.0 49.1 77.8 76.8 80.0h 
109.6 47.5 4 Meat Packing........... 56.5 36.5 56.5h 53.2 53.5 
334.1 138.6 15 Metals, non-Ferrous...... 182.6 116.0 182.6h 173.5 175.0 
26.5 De RMI ole oo o's osea'dis eis. 11.6 5.8 11.6h 10.6 11:3 
S588 9ORB 23 Petoleum.............. 113.0 76.2 113.0h 110.8 111.1 
114.9 50.5 18 Public Utilities.......... 60.1 38.8 58.8 54.8 55.2 
31.7 13.3 4 Radio (1927 Cl.—100)... 17.7 10.3 17.6 17.7h RE 
112.9 37.7 9 Railroad Equipment...... 49.4 28.2 49.4h 45.9 47.3 
S86 162 23 Railroads............... 486 10.6 18.3 16.8 17.4 
28.5 6.9 DE Ce oti o's sin esis sins 9.5 4.7 8.9 8.6 8.5 
87.6 34.9 3 Shipbuilding............ 62.6 36.1 60.4 54.9 56.8 
165.6 69.6 13 Steel & lron............ 85.8 55.2 84.7 81.3 84.2 
45.2 4 eS eer 95.7 17.4 25.1 23.3 23.0 
171.2 118.6 2 aS ere 169.1 118.6 159.7 157.0 169.1h 
85.3 43.2 3 Telephone & Telegraph... 57.4 37.6 57.2 55.2 55.4 
91.8 35.3 IE e555 nite howe avera 49.7 27.9 48.3 47.5 49.7h 
29.2 10.7 4 Tires & Rubber.......... 18.2 10.0 17.0 16.8 18.2h | 
Ope OBS AB tnvaas.....-...5...%.- 84.3 63.8 83.7 83.3 84.3h | 
71.9 20.6 DMO <5 adic aas5540 33.1 15.6 31.7 33.1h 325 
346.8 157.7 4 Variety Stores.......... 221.5 146.0 218.5 214.7 2921.5h 
Te Ak 292 Unclassified (1937 Cl.— 
| OC St aero 134.0 84.7 134.0h 129.3 132.3 
h—New HIGH this year. 
DAILY INDEX OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. _———50 Stocks——— 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, July 25..... 72.14 144.91 30.14 103.94 102.29 2,106,500 
Tuesday, July 26..... 71.88 143.33 29.67 102.11 100.87 1,252,470 
Wednesday, July 27.. 71.38 140.24 28.28 101.63 98.14 1,973,440 
Thursday, July 28..... 71.62 149.20 28.54 100.50 98.38! 1,065,630 
Friday, July 29....... 71.72 141.20 28.44 101.07 99.25 1,204,240 
Saturday, July 30..... 71.76 141.25 28.45 99.82 99.19 358,940 
Monday, Aug. 1..... 71.57 140.37 2815 99.06 98.21 586,510 
Tuesday, Aug. 2..... 71.65 141.97 98.33 99.82 98.06 817,640 
Wednesday, Aug. 3... 71.40 141.73 28.05 100.14 98.92 817,160 
Thursday, Aug. 4....- 71.19 142.13 28.16 99.84 98.77 609,600 
Friday, Aug. 5......- 71.40 144.47 99.98 101.81 99.61 1,169,940 
Saturday, Aug. 6..... 71.62 145.67 29.77 103.23 101.97 829,060 
STOCK MARKET VOLUME = 7 
Week Ended Aug. 6 Week Ended July 30 Week Ended July 23 
4,829,300 7,961 ,220 10,819,065 
Total Transactions Same Date Same Date 
Year to Aug. 6 1937 1936 
160,752,983 253,990,870 303,090,211 









































COMMENTS 


Market movements during the past fort- 
night were characterized by a mild profit- 
taking reaction during the week ended 
July 30, followed by moderate recovery 
to an approximate double top during the 
week ended Aug. 6, which carried our 
daily Index, but not our broader weekly 
Index, to a new high level for the year. 
Volume of transactions has tended to con- 
tract. During the week ended July 23, 
when our Combined Average of 330 active 
stocks closed at a new high level for the 
year, volume reached the comparatively 
large total of 10,818,000 shares, the heavi- 
est for any week since the six day period 
ended Oct. 30. The reaction during week 
ended July 30, was accompanied by trans- 
actions totaling only 7,961,000 shares; 
while last week's upturn brought out a mere 
4,831,000. 

* - . 

While the Combined Average, repre- 
senting the market as a whole, failed during 
the fortnight ended Aug. 6 to establish a 
new high record, no less than 18 of its 43 
component sub-groups reached the best 
levels of the year. Gold Mining stocks, 
stimulated by hectic bidding for the yellow 
metal by European hoarders, advanced to 
the highest average level since the week 
ended Nov. 14, 1936. Other groups 
have staged more spectacular advances 
from the present year’s low than Gold Min- 
ing, which is up only 32%, against, for ex- 
ample, upturns of more than 100% staged 


| by Department Stores, Paper, Realty and 





Traction stocks. Of course the reason for 
this discrepancy is that Gold Mining shares 
were not so badly depressed by the late 
bear market as the groups which have since 
snapped back more swiftly. 


* + * 


Next to Gold Mining shares, the highest 
longer range investment rating has been 
earned by stocks in the Sulphur group 
which, during the fortnight ended Aug. 6, 
reached the best level since Aug. 14; and 
Tobacco stocks, which were highest since 
Aug. 21. Next in order of longer range 
strength come Baking and Traction, highest 
since Sept. 4; Finance Cos., best since Sept. 
11; Mail Order and Tires, highest since 
Sept. 18; Business Machines, Chemicals, 
Copper, Machinery, and Variety Stores, 
best since Oct. 2; Automobile Accessor- 
ies, highest since Oct. 9; Automobiles and 
Textiles, best since Oct. 30; and Radio, 
highest since Nov. 13. 


* * ” 


Considerable technical weakness was un- 
covered during the fortnight ended Aug. 6 
in Agricultural Implements, Realty and 
Sugar issues, which declined both weeks, 
including week ended Aug. 6 when the 
remainder of the market turned upward. 
Agricultural -Implement companies are 
meeting growing competition, particularly 
in the tractor field, at a time when farmers 
are curtailing machinery purchases because 
of crop reduction programs scheduled for 
the next growing season. 
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Interesting 


on the 


BY H. M. 


8. E the first of the current year, some interesting 
additions have been made to the listed companies on 
the New York Stock Exchange: Hudson Bay Mining & 
Smelting Co., Victor Chemical Works, Ex-Cell-O Corp., 
Pacific Tin Corp., and American Stove Co. Another 
not quite so new is Ravonier Corp., which was listed 
about a year ago. 

The last named enterprise engages in the manufac- 
ture of dissolving pulps used principally in the manu- 
facture of rayon. Of the company’s total output last 
year 48.2 per cent was sold to Japan, 34.9 per cent in the 
United States, and the balance in Europe and South 
America. In the fiscal vear ended April 30, the com- 
pany’s sales expanded 82 per cent in dollar volume and 
The company’s future growth 


cent m tonnage. 


ises to keep pace with the ravon industry but the 


2 per 


~ } 


prot l 








immediate outlook, owing to the company’s heavy de- 
nce upon Japanese imports, must be set down as 
Recent quotation 15. 


pends 
uncertain. 
Ex-Cell-O Corp. manufactures small precision tools 


and in recent years output has been expanded and 


diversified to include aircraft tools and engine. parts, 


Diesel pump parts and, more recently, a machine which 


forms, sterilizes. fills. sé als and dates sing sery Ice con- 
tainers for milk and other dairy products. Although 
not large the company is modestly capitalized, ade- 


quately financed and with a demonstrated record of good 


ing power to its credit. Recent quotation 15. 
( oO. is of the 


I ading 


\merican Stove on manulac- 
turers of stoves, including oil, gasoline and gas stoves. 
The well known Magic Chef gas range one of the 


effect to the five-for-one 


split-up last vear, carnings last year were equal to $2.06 


company’s products. Giving 
a share. Recent quotation 14. 

Phe Pacifie Tin Corp. through engages 
Federated Malay States. A small 
quantity of lead and silver is also produced. Profits last 
vear were equal to $3.96 a share. Current production 
costs according to a recent official statement were about 


subsidiaries 


in tin mining in the 


21 cents a pound, an increase of about one cent over the 
past year. Dividends aggregating 75 cents a share have 
been paid this year. Recent quotation 29. 

Without prejudice to the other issues which have been 
mentioned, the following have been selected for more 
detailed discussion: 
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New York 


BL AC 


Neweomers 


Stock Exchange 


KMAN 


Hudson Bay Mining & Smelting Co. 


Outstanding Shares 2,757,973 
Current Assets 12 31 37 $11,691,551 
Current Liabilities, 12 31 37 2,302,331 
Earned per Share 1937 2:74 
Earned per Share 1936 1.34 
Dividends Paid 1938 0.75 

30 


Recent Quotation 
1937 High 42; 1937 Low 151%. 
WN. Y. Curb Exchange. 
Hudson Bay Mining & Smelting Co. was organized 
about eleven vears ago to develop mining claims in 
northern Manitoba and Saskatchewan. About the time, 
however, that ope rations reached a practical production 
stage. copper and other basic metals suffered a severe 
slump in prices and the company was restrained from 
demonstrating its worth. Since 1933, however, the enter- 
prise has made money in every year. Last year, output 
totaled 57.688.485 pounds of copper, 68 972,224 pounds 


of zine. 133.605 ounces of gold. 1.633.378 ounces of silver, 
together with smaller quantities of cadmium, selenium 
and tellurium Net income. before depletion totaled 


Applied 
to the 2.757.973 shares, profits in these vears were equal 
Current 


$7.490.653. compared with $3.692.075 in 1936. 
to $2.72 a share and $1.34 a share, resp¢ clively. 
earnings. of course, have been restricted by the low level 
of metal prices which pre vailed in the first half. Re- 
cently, however, metal prices strengthened, and promise 
to find reflection in improved earnings of the company 
\ dividend of 75 cents a share 
with a similar 
Dece mber. Re- 


Lo the com- 


final six months. 
declared. which 
amount paid in June, 1937, 


selling at SO, the 


Was recently compares 


and $1 last 


cently shares, in relation 


pany s somewhat longer term prospects, would appear 


to possess definite speculative merit. 


Victor Chemical Works 


Outstanding Shares 696,000 
Current Assets 12 31 37 $3,624,820 
Current Liabilities 12 31 37 382,825 
Earned per Share 1937 1.01 
Earned per Share 1936 1.16 
Dividends Paid 1938 0.35 


Recent Quotation 18 
Victor Chemical Works is an old established enter- 
prise, dating its existence back to 1902. The company 
is rated as one of the leading domestic manufacturers of 
phosphoric acid, phosphates (Please turn to page 540) 
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The Personal Service Department of THe MaGazine or WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Commercial Solvents Corp. 


I understand that Commercial Solvents 
has developed a new method of spraying 
automobiles with lacquer, requiring only two 
coats instead of three. Does this open up 
new appreciation possibilities for its stock? 
What shall I do with 300 shares which cost 
me 21?—F. O., Cincinnati, Ohio. 


Continued decreases in the de- 
mand for solvents, the keen com- 
petitive situation experienced and 
rising costs have restricted profit 
margins of Commercial Solvents 
Corp. Hence, for the first half of 
1938, a deficit of 15 cents per capi- 
tal share was recorded against earn- 
ings of 33 cents per share during the 
like half of 1937. Moreover, it is 
doubtful if third quarter results will 
be materially better. Of course, the 
low corn prices currently in effect 
are of favorable long term signifi- 
cance. Molasses is another impor- 
tant raw material and in order to 
assure itself of an adequate supply, 
the company, through a subsidiary, 
owns gathering and storing facilities 
in the principle sugar producing 
sections of Puerto Rico, Cuba and 
the United States. The lacquer 
which you mention in your inquiry 
is expected to play an important 
part in saving production costs for 
the motor industry. Therefore, if 
and when recovery in the automo- 
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tive industry reaches any reason- 
able proportion, the demand for this 
new product should be substantial. 
Hence, profits gleaned from this 
source should materially assist Com- 
mercial Solvents in alleviating the 
deficit operations. Since prohibi- 


tion the company has obtained 
some revenue from the sale of 


whisky to distillers, although real 
profits are derived from the solvents 
business, and it is believed that as 
these solvents are distributed to a 
wide variety of industries, such as 
the paper, rubber, textile, furniture 
and automobile trades, earnings of 
the company follow very closely the 
general business trend. It is, there- 
fore, not surprising that Commer- 
cial Solvents is currently operating 
in the red when the low point of 
production in the automotive in- 
dustry, the depressed state of the 
business activity and general busi- 
ness recession is considered. Con- 
sideration of the situation as a 
whole leads us to believe that full 
1938 results will not compare favor- 


ably with the 60 cents per share 
registered for 1937. In fact, ear. 
ings are likely to be only nominal 
with deficit operations possible. In 
this connection, we would like to 
refer you to page 504 where you 
will find the dividend prospects of 
the company discussed further. Any 
appeal that may be attributed to the 
shares is of definitely long range 
calibre and retention is counselled 
only where this fact is realized. 





Penick & Ford, Inc., Ltd. 





I was greatly pleased with the increased | 
earnings of Penick & Ford during the first | 


quarter. I am retaining 75 shares of this 
stock at 70. Do you think further improve- 
ment will be seen to justify retention?— 
P. A. C., St. Johns, Canada. 


Profits of Penick & Ford for the 
first half of 1938 recorded a sharp 
upturn from year earlier levels. For 
the period ended June 30, 1938, 
per share earnings amounted to 
$1.50 against only 10 cents for the 
like six months of 1937. Continua- 
tion of this good earning power is 
entirely possible when it is consid- 
ered that the company has on hand 
substantial supplies of cheap corn. 
Another constructive factor in the 
future outlook is the small stock of 
inventories currently being carried 
by dealers. Thus, if any substantial 
pick-up in industrial activity is 
registered, a large demand would be 
quickly created. The well-known 
products of the company have al- 
ways enjoyed satisfactory sales in 
periods when consumer purchasing 
power was satisfactory. The strong 
trade position enjoyed by the com- 
pany has led to substantial profits 
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over a period of years and has af- 
forded the stockholders liberal divi- 
dends. During 1937, profits of 74 
cents per common share were regis- 
tered, and $1.50 per share was paid 
out in the way of dividends. The 
company’s simple capitalization 
(only 369,000 shares of common no- 
par stock outstanding) has made 
these payments possible. The ex- 
traordinarily strong financial posi- 
tion — total current assets being 
$6,051,263 against total current lia- 
bilities of only $474,252 at the year 
end—indicates that there is every 
possibility that the stockholder will 
continue to enjoy a good yield. In 
this connection, we would like to 
refer you to page 506 of this issue 
for the annual dividend forecast of 
this company. While it is a little 
early to estimate full year profits of 
the concern, it is highly possible 
that earnings may reach around $3 
per share. On these prospects, there- 
fore, we feel no hesitancy in recom- 
mending the shares to you on an in- 
come basis and also for reasonable 
price appreciation potentialities. 





Endicott-Johnson Corp. 


Should I continue to hold 100 shares of 
Endicott-Johnson for which I paid 55 early 
last year? Do earnings of only $2.06 for the 
last 52-week period jeopardize the $3 divi- 
dend payment?—L. E., Detroit, Michigan. 


For the fiscal year ended Novem- 
ber 30, 1937, Endicott-Johnson re- 
corded profits of only $2.85 per 
share. Still, dividends of $3 per 
share were distributed to the com- 
mon stockholders. This has been 
characteristic of the company since 
its inception in 1919, and we find 
that in several years the dividend 
rate was not earned but was still 
maintained. This liberal dividend 
policy has been made possible by 
the characteristically strong finan- 
cial condition of the company. As 
of May 28, 1938, a net working capi- 
tal of $22,346,825 was reported. In 
view of these considerations, there- 
fore, we can look for a continuation 
of the $3 dividend rate for the fiscal 
year of 1938. Currently, it is under- 
stood that new orders are being re- 
ceived at a satisfactory rate and 
that as a result the company has 
been able to work off its inventories 
for the first time in several months. 
As the company comes into the lat- 
ter part of its fiscal term, we find 
the situation more hopeful due to 
seasonal trade which makes the last 
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half far superior, in the way of 
profits, to the first. Production 
costs are governed by prices of raw 
materials, finished products and 
labor. This is true because the ma- 
chines on which shoes are manu- 
factured are leased, rental payments 
being based on the actual number 
of shoes manufactured. Over a 
long period of time, this has enabled 
a fairly close control over costs of 
operation. In reference to labor 
costs, we find that several reduc- 
tions in wages have already been 
instigated, and will probably not be 
replaced until earnings justify the 
action. It is felt that if you are 
willing to consider the shares as 
primarily an income _ producing 
medium, retention for the generous 
yield can be advocated. 





Consolidated Edison Co. 


Do you regard Consolidated Edison as 
among the most favored utilities today? 
After just failing to touch 50 last year, my 
shares are currently selling just about where 
I bought them back in 1935. Is this stock 
worth holding for income and appreciation 


over the longer term?—B. W., Buffalo, N. Y. 


Net profits of Consolidated Edi- 
son Co. of New York have been run- 
ning slightly ahead of the 1937 level. 
For the six months ended June 30, 
1938, the company reported profits 
of $1.33 per common share, as 
against $1.24 per share in the like 
interval a year earlier. This is un- 
doubtedly due to the close control 
over costs exercised by the company 
so far this year. However, the rate 
of gain in electric output has been 
levelling off and it is to be expected 
that profit margins will narrow ac- 
cordingly. On the other hand, taxes 
and costs have not registered any 
appreciable gain, and the company 
should be able to close the year 
with earnings in the neighborhood 
of the $2 dividend rate maintained 
on the common issue. While it is 
possible that some reduction in this 
payment may be made, the yield 
afforded by the common would still 
be good and certainly a worth while 
consideration. Of course, the April 
refunding did have a lot to do with 
the better showing for the initial six 
months, but the full affect of this 
action will probably not be felt until 
third quarter reports have been pub- 
lished. Over the longer term, this 
lowering of interest payment should 
materially aid profits on the com- 
mon. The common stock of Con- 


solidated Edison affords the stock- 
holder with a good income and rep- 
resents one of the better equities of 
operating utility company stocks. 
Under these circumstances, reten- 
tion over the longer term is deemed 
advisable. 





Loew's, Inc. 


Does the current price of Loew's, around 
50, fully discount the worst aspects of the 
recent anti-trust suit filed by the Govern- 
ment? Would you hold 50 shares bought at 
85? Is the present dip an opportunity to 
average?—G. D. Y., Dallas, Texas. 


The Government’s anti-trust suit 
does not seem to contain any seri- 
ous near-term implications. The 
shares of Loew’s sold off consider- 
ably on publication of the Govern- 
ment’s proposal and at present prices 
seems to have amply discounted any 
adverse factors. A further discus- 
sion of these factors appears on page 
511 of this issue. The company has 
been slowly cutting overhead and 
production costs in order to meet 
increasing expenses. Even in view 
of this, however, it is anticipated 
that earnings for the fiscal year to 
end August 31, 1938, will be sub- 
stantially below the profits reported 
during the fiscal term of 1937. For 
the forty weeks ended June 9, 1938, 
earnings of $4.80 per share were 
recorded on the 1,599,052 no-par 
shares of common stock. This com- 
pares with $7.07 a share on the 
common stock for the forty weeks 
ended June 3, 1937. It must be 
pointed out, however, that if con- 
sumer purchasing power returns to 
a more normal volume, profits of 
Loew’s can readily reverse the down- 
ward trend. Companies in this in- 
dustry have always been hampered 
by high costs of production due to 
high salaried stars and other fixed 
costs. Loew’s, Inc., has been able 
to meet these higher charges satis- 
factorily and we find that over a 
period of years profits have been 
good and dividend distributions to 
stockholders extremely liberal. The 
strong finances of the company, 
moreover, indicate that satisfactory 
payments will continue to be made 
on the common issue. Therefore, 
where one is primarily interested in 
income coupled with medium price 
appreciation possibilities with a 
small degree of risk, we can recom- 
mend full retention of your shares 
over the longer term. 

(Please turn to page 538) 
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STOCKS—BONDS 
COMMODITIES 


Folder ‘“M” _explaining margin require 
ments, commission charges and trading 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Co. 


Members New York Stock Exchange 

N.Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 

N. Y. Coffee & Sugar Exchange 

Chicago Board of Trade 

Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 


New Work Stock Exchange 




























POINTS ON TRADING 
and other valuable information for investors 
and traders in our helpful booklet. Oopy 
free on request. Ask for Booklets MG6 
Accounts carried on conservative margin. 


(isto & CHAPMAN 


Established 1907 
Members New York Stock Exchange 








52 Broadway New York 








Chrysler Corporation 
DIVIDEND ON COMMON STOCK * 


The directors of Chrysler Corporation have de- 
clared a dividend of twenty-five cents (25c) per 
share on the outstanding common stock, payable 
September 14, 1938, to stockholders of record at 
the close of business, August 16, 1938. 


B. E. Hutchinson, Chairman, Finance Committee 

















® The Magazine of Wall Street offers a 
unique opportunity. It enables you to 
do both a selling job to best class con- 
sumer and industrial buyers—and an 
institutional job to investors as well. 
Both at the same time. Both at the 
same cost. 


© It has selected from the country’s 128 
million only those who obviously have 
surplus income. All are stockholders of 
record. All have additional income con- 
tinuously throughout the year. 


@ And by far the greatest number are 
the Managerial Executives of business— 
the presidents, vice-presidents, officers 
and directors of large corporations; the 
owners and proprietors of smaller busi- 
ness—the men who have final authority 
in their company buying. These per- 
sons are a consumer market of proven 
wealth, and an industrial market of 
obvious authority. 


® As 100% large and active investors, 
they are also persons vitally interested 
in the management and activity of your 
company from an investment viewpoint. 
They are an audience of unparalleled 
importance for your institutional adver- 
tising. 

© To surely reach these threefold im- 
portant individuals in the medium of 
their first interest—for sales—for insti- 
tutional benefit—make certain that The 
Magazine of Wall Street is on your 
advertising schedule. 


We shall be pleased to furnish you with 
detailed data on this unusual readership 
if you will drop us a line. Do so today! 
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WHAT 14 STOCKS 


INVESTMENT TRUSTS? 


What industries do they con- 
sider the most attractive for 
investment? 


Do your holdings measure up 
to this choice backlog group? 


HAT, in trust estimation, is 
the best motor stock ... the 
most attractive railroad issue 
. most undervalued metal... 
building . . . oil . . . chemical 

. utility . . . steel? 

An exclusive UNITED OPINION 
study shows that, out of more 
than 1000 active Stock Exchange 
and Curb issues, research de- 
partments of leading investment 
trusts show a decided preference 
for 14 securities in 8 industries. 


You will find this study a valuable 
guide to what leading trusts consider 
the best stocks and industries for the 
Bull Market. 


Send for Bulletin MW-49 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. 


Boston, Mass. 












DIVIDENDS and INTEREST 





LOEW’S INCORPORATED 


“THEATRES EVERYWHERE"’ 
Augu:t 5th, 1938. 


HE Board of Directors on August 3rd, 
1938, declared a dividend of $1.00 per 
share on the Common Stock of this Com- 
pany, payable August 25th, 1938 to stock- 
holders of record at the close of business on 
August 15th, 1938. Checks will be mailed. 


DAVID BERNSTEIN 
Vice-President & Treasurer 














ALLEGHENY STEEL CO. 


Brackenridge, Pa. 


Allegheny Steel Company has de- 
clared a dividend of $1.75 per share 
on the outstanding shares of their 
7% cumulative preferred stock, pay- 
able September Ist, 1938, to stock- 
holders of record, Aug- 
ust 15th, 1938. 


F. H. STEPHENS 


Vice-Pres. and Treas. 
































Third 
Printing 
Now 
Ready... 





The demand for this new book . . . the 
first to apply the case-history method of 
instruction ... has far surpassed our 
estimates. 


A third printing is now ready. 


A glance at the outline below will show 
you why you should reserve your copy 
now. You can purchase this book alone, 
or receive it free with a one year’s sub- 
scription to The Magazine of Wall Street. 


TIMING 


When to Buy and Sell 
in Today’s Markets 


By John Durand 
Stock Market Technician 
Price $3 Postpaid 
160 pages, 5 x 7% flexible cover 

First, Mr. Durand presents an introduction 
to today’s economie setting . . . shows how 
today’s markets differ from predecessors. 
Then in clear, simple style, he compre- 
hensively covers . 


CHARTS: THEIR USE, ADVANTAGES 
AND LIMITATIONS ... illustrating the 
kinds of charts . . . how to read them . 

how to detect trends and turning points. 


WHEN TO BUY AND WHEN TO SELL 
how to gauge investment sentiment .. . 
how to read the tape. . . timing the effect 
of news . . . danger signals . . . limiting 
losses. 


THE MECHANICS OF THE STOCK 
MARKET .. . the various kinds of orders, 
and when to use them . computing 
margins . . . short selling . . . executing 
puts and calls .. trading over the 
counter. 


HOW TO SELECT INDUSTRIES AND 
INDIVIDUAL ISSUES FOR INVEST- 


MENT . . . the characteristics of various 
groups... seasonal possibilities . . . how to 
analyze financial statements . . . shaping 


your investment portfolio. 


CASE HISTORIES apply the principles 

and methods Mr. Durand recommends . . . 

sets forth typical problems . . . and step 

by step leads up to logical conclusions. 
Mail This Order Today 

The Magazine of Wall Street 

90 Broad Street, New York, N. Y. 


CIE enclose $3. Send me “TIMING: When to 
Buy and Sell in Today’s Markets”, postpaid, 
upon publication. 

COE enclose $7.50. Enter my subscription to The 
Magazine of Wall Street for one year, and 
send me this book free. I understand this en- 
titles me to all privileges included with a 
year’s subscription. 


Name 
Address 


ee TMC-8-13 


| 
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New York Stock Exchange 
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(Continued from page 496) 


nouncements and advertising of the 
new models. One company plans 
public announcement, if production 
permits, by late August and several 
others in early September. 

For the first seven months of this 
year domestic production of cars 
and trucks was around 1,250,000 
units, with July estimated. Allow- 
ing for low August-September out- 
put, a fourth quarter production 
equal to nearly 90 per cent of that 
of a year ago would be required to 
give United States plants a 2,500,- 
000 unit year or only slightly more 
than half that of 1937. This poor 
showing is water ever the dam, how- 
ever, and the industry now thinks 
more in terms of model years than 
calendar years. The fourth quarter 
starts the new model year and will 
start it more auspiciously than had 
' been thought possible only a short 
time ago. 

Indeed, some in Detroit are pre- 
dicting sale of 4,000,000 1939 cars 
and trucks. That may be high and 
it can only be a guess. Actual re- 
sults will depend entirely on the 
unpredictable scope and speed of 
general economic recovery. Given 
a strong recovery tide, there is 
nothing to prevent development of 
a market for 3,500,000 to 4,000,000 
cars. 

Statistics bearing upon potential 
replacement demand throw only 
partial light on the motor outlook 
and for any given year are always 
less important than the influence of 
rise or fall in public purchasing 
power and public willingness to 
make the relatively large commit- 
ments involved in buying cars. It 
is estimated that by the end of this 
calendar year cars 3 years old or 
less in use will approximate 34% 
of the total, as compared with 22% 
at the end of 1933. The percentage 
of young cars in use, then, is sub- 
stantially greater than five years 
ago and this points to smaller re- 
placement market. On the other 
hand, total of cars four to five years 
old is estimated as about equal to 
total five years age, so that in this 
age range potential replacement de- 
mand would seem equal to what it 
was at the close of 1933. But in the 
six to eight year age range the per- 
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centage of cars in use is put at less 
than half what it was five years ago, 
which can only mean that in this 
age group there are some 4,500,000 
cars on the road against nearly 
9,000,000 five years ago and, there- 
fore, the potential replacement de- 
mand is sharply lower. There are 
estimated to be nearly 7,700,000 
cars more than eight years old in 
use, a much bigger total and _ per- 
centage than ever before. The lat- 
ter figures are of doubtful signi- 
‘ance in relation to new car demand. 
In hard times a large percentage of 
cars in the oldest age group are 
junked or withdrawn from use, with- 
out replacement; and with a rising 
economic trend the bulk of replace- 
ments in this group will be with 
used cars. 

On the whole it is probably sound 
to conclude that the relatively heavy 
sales of the three years 1935-1937 
did moderately reduce the replace- 
ment potential but not sufficiently 
to preclude effective demand for 
upward of 3,500,000 cars and trucks 
in the 1939 model year—assuming 
continuance of the general recovery 
trend without serious or protracted 
interruption. 

Two thoughts worth noting are 
(1) that mass purchasing power 
suffered a far less sharp curtail- 
ment in the recent short depression 
than in the 1929-1933 depression, 
which suggests that recovery in de- 
mand for cars probably will develop 
faster than was the case in 1933 
and 1934; and (2) the people of this 
country are “automobile addicts” to 
a degree which constantly amazes 
the conservative mind. Houses may 
need paint, clothes may be shabby, 
food may be none too plentiful, sav- 
ings may be nominal or non-existent 
—but nevertheless millions of Amer- 
icans will manager by hook or crook 
to maintain automobiles. They re- 
gard the family car either as a ne- 
cessity or the most prized of all 
luxuries. The public favor won by 
the industry’s undeviating policy of 
giving maximum car value for the 
lowest possible price assures it of 
a normal demand of at least 3,500,- 
000 cars and possibly 4,000,000. 
Anything under these figures will be 
due to unfavorable economic circum- 
stances rather than to market 
“saturation.” Anything much above 
them will probably reflects the up- 
per limits of a rising business cycle. 

The motor industry (United 
States and Canada) produced only 





1,985,000 cars and trucks in 1933 
and only 2,869,000 in 1934. It will 
certainly top those figures by a big 
margin during the next year un- 
less the second New Deal recovery 
is a prompt and dismal failure, since 
from present indications it will bet- 
ter the average 1933-1934 produc- 
tion this year. As for construction, 
it is higher right now than its 1933- 
1934 average and it trend is up. The 
only way we can read these facts is 
that construction and the motor in- 
dustry now appear to offer a force 
for industrial revival superior to 
their individual and joint perform- 
ances during the first two years of 
the original New Deal expansion 
cycle. How far these forces will 
extend, as compared to the 1937 
top, is another matter and beyond 
present forecast. 





N. Y. Retailers Will Cash In 
On World's Fair 
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the months ahead. 

Recently selling around 10, Asso- 
ciated Dry Goods common stock 
would appear to have interesting 
speculative possibilities while the 
7% preferred shares at 71 possess 
merit both for income and _ price 
appreciation. 

Gimbel Brothers, Inc. 

The shares of Gimbel Bros., re- 
cently selling around 13, are specu- 
lative, but, with promise of im- 
proved sales and earnings over the 
next year, may be credited with a 
fair measure of attraction. The com- 
pany has three large department 
stores in New York City, with large 
units also in Philadelphia, Pitts- 
burgh, Milwaukee and Chicago, as 
well as numerous resort branches. 
In New York City, it operates Gim- 
bel’s, a popular price department 
store; Saks-34th Street, specializing 
in medizm priced wearing apparel, 
as well as various novelties and ac- 
cessories; and Saks-5th Avenue, spe- 
cializing in the more expensive 
grades of wearing apparel, accesso- 
ries, cosmetics, jewelry, ete., and 
catering largely to a luxury trade. 

Following the peak of nearly $125,- 
000,000 in 1930, net sales of the 
Gimbel Bros. system declined in 
subsequent vears to a low of $72,- 
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196,485 in the year ended January 
31, 1933. From that point, sales 
have shown vigorous recovery, 
reaching slightly more than $100,- 
000,000 in the 1937 fiscal year. The 
latter figure represented a gain of 
4.6% over the previous fiscal period. 
However, under the weight of in- 
creased taxes and higher wage and 
operating costs, net income for 1937 
was only $2,278,709, or $1.12 a share 
for the common stock as compared 
with $3,226,132, or $2.08 a share in 
1936. 

Outstanding common stock is 
977,300 shares and is preceded by 
197,989 shares of $6 preferred stock 
and funded debt aggregating $26,- 
783,772. Regular dividends have 
been paid on the $6 preferred stock, 
since its issuance in 1936, but no 
dividends have been paid to com- 
mon shareholders since the incorpo- 
ration of the present company in 
1932. 

Gimbel Bros. largest New York 
unit competes aggressively with 
R. H. Macy & Co. and thus far the 
latter company appears to have 
gained and held a definite advan- 
tage. Following a program of store 
modernization and the introduction 
of more aggressive merchandising 
policies, Gimbel Bros., however, ap- 
pears to be acquiring increased 
favor. 


R. H. Macy & Co., Inc. 


Like Gimbel Bros., R. H. Macy 
& Co. last year experienced diffi- 
culty in promptly and effectively 
reducing costs, a condition which 
appears to have been more or less 
typical of large department store 
units. Sales totaled $135,871,800, 
as compared with $130,441,311 in 
the fiscal year ended January 30. 
1937. Profit margin in the last fiscal 
vear was 6.7%, as compared with 
7.7% in the previous year. Net in- 
come, despite the larger sales, to- 
taled $4,179,959 as compared with 
$4,604,908 in the previous period. 
Applied to the 1,655,682 shares of 
common stock outstanding (which 
aside from a small minority inter- 
est comprise the total capitaliza- 
tion) earnings in the latest fiscal 
period were equal to $2.52 a share, 
comparing with $3.06 a share on 
1,503,835 shares in the year ended 
January 30, 1937. 

In addition to operating the larg- 
est department store in New York 
City, a wholly owned subsidiary, 
L. Bamberger & Co., operates the 


leading department store in New- 
ark, N. J., and Macy owns stores 
also in Toledo, Ohio, and in Atlanta, 
Ga. All units carry a wide diversity 
of merchandise. All merchandise in 
the New York store is sold strictly 
for cash and in the case of the faster 
moving items, on a keenly aggres- 
sive competitive basis. The com- 
pany has vigorously opposed price- 
fixing of trade-marked merchandise 
and has developed numerous prod- 
ucts under its own name which are 
sold competitively and free of price- 
fixing. Last year the company 
formed the “Supremacy Products, 
Inc.” for the purpose of distribut- 
ing Macy products at wholesale and 
to department stores and other re- 
tail units outside of its own selling 
zone. 

Some idea of the company’s com- 
petitive standing in New York City 
may be gained from the fact that 
last year it reported a sales gain of 
4.3% which compares with a gain 
of 2.8% in the sales of all depart- 
ment stores in the New York City 
area as reported by the Federal Re- 
serve Bank. Sales this year were off 
sharply. having declined 7.7% in 
the first quarter. In June, however. 
volume turned sharply upward and 
it has been unofficially reported that 
in the past few weeks total sales 
have been close to the level of a 
vear ago. Dividends have been paid 
at $2 a share, and in view of the 
company’s strong financial position, 
their continuance appears reason- 
ably assured. Selling at 43, the 
shares afford a fair yield and might 
well be given favorable considera- 
tion both for income and _ price 
appreciation. 


Arnold Constable Corp. 


Although Arnold Constable is one 
of the smaller department stores in 
New York City, it has a fairly good 
record of earning power. Sales, at 
their peak in 1928, totalled $13,520,- 
639, and last year, although at the 
best level since 1933, volume was 
only $7,883,911. In New York City, 
the company operates a single unit, 
located on Fifth Avenue in the 
main shopping district. Last year, 
the company opened a smaller unit 
in the nearby suburban community 
of New Rochelle. Both stores sve- 
cialize in medium and_ popular 
priced merchandise. 

Capitalization is simple, consist- 
ing solely of 337,109 shares of capi- 
tal stock. There is no funded debt. 


Subsequent to 1929, the company 
reported operating deficits in the 
fiscal years ended January 31, 1930, 
1931 and 1933. Since the latter year, 
sales have recovered steadily and jn 
the fiscal period ended January 3), 
1937, net income of $387,066 was 
equivalent to $1.15 a share for the 
capital stock. Last year, the same 
factors which were apparent in the 
showing of other New York City 
department stores were responsible 
for a sharp reduction in profit mar. 
gins and net income declined to 
$253,336, or 75 cents a share. 

Including a 25-cent extra, made 
near the close of the fiscal year, 
dividends last year totalled 75 cents 
a share. Thus far in the current 
year, payments have been made at 
the rate of 12% cents quarterly. 

Although the smallest of the en- 
terprises appearing in this discus- 
sion, there is no reason to suppose 
that Arnold Constable will not re- 
ceive a fair share of the anticipated 
recovery in New York department 
store sales and earnings. The stock, 
recently selling around 10, must be 
given a_ speculative rating, but 
among low priced issues, it is not 
without merit. 





Opportunities for Fall 
Recovery 
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share in 1936. Last year, the com- 
pany reported net income of $2,524,- 
929, as compared with $2,548,689, 
which, in view of the conditions 
which prevailed in the last six 
months of 1937, may be regarded as 
a wholly excellent showing. The de- 
cline in genera! business and _ the 
slump in public purchasing power, 
however, caught up with the com- 
pany in the first six months of this 
year. In that period, the net profit 
of $316,790, made _ possible — by 
“black” operations in each month, 
was equal to only 25 cents a share, 
compared with net of $1,379,983, or 
the equivalent of $1.11 per share in 
the corresponding months a_ year 
ago. 

As of June 30, last, the sole out- 
standing capitalization consisted of 
1,243,000 shares of common stock. 
Current assets on the same date, 
including nearly $5,000,000 cash 
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and cash items, totaled $14,598,598, 
while current liabilities were less 
than $1,000,000. 

Notwithstanding the company’s 
excellent position, directors earlier 
this year acted conservatively, and 
following a dividend of 25 cents a 
share in March, the June payment 
was omitted. On the basis of the 
company’s past record, however, it 
appears a safe assumption that 
earnings from this point on will) 
show gradual, and perhaps substan- | 
tial, improvement. It is also pos-| 
sible that dividends may be re-| 
sumed before the year-end. The| 
sustained level of home building and | 
the rising trend of home pm: eS 
zation activities, are favorable fea- | 
tures in the company’s outlook at 
this time. On the whole, the shares, | 
recently selling around 24, would 
appear to offer a commendable 
speculative opportunity. 





Borg-Warner Corp. 





Not only is Borg-Warner Corp. a 
well rounded unit supplying a diver- 
sified line of parts and equipment 
to the automobile industry, but the) 
company has established itself as 
an important factor in the house- 
hold equipment field with a line of 
products including refrigerators, gas 
and electric ranges, washing ma- 
chines, stokers, gas and oil burners. 
Last year, sales to the automobile 
industry accounted for approxi- 
mately 50% of the total, while 
household equipment contributed 
better than 35% of total sales. Parts 
supplied to the agricultural imple- 
ment industry provided 6.9% and 
industrial products 8.07% of 1937 
sales. 

To a considerable extent, there- | 
fore, the company relies upon the 
automobile industry and more spe- 
cifically, the manufacture of new 
cars, to supply the major portion of 
its earnings. However, the same 
conditions which might be expected 
to stimulate the production and 
sales of new automobiles can logic- 
ally be expected also to enhance the 
demand for the type of consumers 
capital goods which comprise the 
company’s household equipment 
lines. 

Sharing prominently in the for- 
tunes of the automobile industry, 
Borg-Warner Corp. last year re- 
ported the largest earnings in its 
history. Net profit of $8,348,089 
compared with $8,326,865 in 1936 
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The WAR that never ends... 


There can be no truce in the war against 
germs. If there were, deadly plagues 
would again sweep the earth. In thousands 
of laboratories, scientists and laboratory 
workers wage ceaseless war on these tiny 


assassins...in a great crusade to make 
life safer for millions. 


+ > 

The Sealtest System of Laboratory 
Protection maintains more than one 
hundred laboratories. It employs 
leading food scientists and 
scores of laboratory workers. 
Theirs is a single pur- 
pose: To improve the qual- 
ity and safeguard the purity 


THE SEALTEST SYSTEM OF LABORATORY 





of milk, ice cream and other dairy 
products that are so vital to the 
nation’s health. 

To millions of families, the red- 
and-white Sealtest Symbol is a buy- 
ing guide... an added assurance of 
quality and purity when they buy 
milk, ice cream and other dairy 
products. + > 
The red-and-white Sealtest 
Symbol on milk, ice cream and 
other dairy products means 
that they meet Sealtest stand- 
ards of quality and purity. 

Copyright 1938, Sealtest, Inc. 


PROTECTION AND ITS MEMBER- 


COMPANIES ARE DIVISIONS OF NATIONAL DAIRY PRODUCTS CORPORATION 
TS LAL TE eA Te (NE? RNS ER AR ER RN EN RNR oe 


and $7,682,590 in 1929. Applied to 
the 2,302,028 shares of common 
stock which comprise the company’s 
entire capitalization, earnings last 
year were equal to $3.62 a share, 
comparing with $3.56 a share in the 
previous year. Continuing to fol- 
low the trend of the automobile in- 
dustry, the company’s operations in 
the first quarter resulted in a loss 
of $287,673. Earnings in the first 
quarter a year ago amounted to 
$2,171,923. If any improvement is 
shown in the second quarter, it is 
likely to be very modest, and a sig- 
nificant recovery in earning power 


will probably be deferred until the 
third, or possibly the fourth quar- 
ter. With the general business pros- 
pect continuing to shape up in a 
definitely encouraging fashion, the 
outlook for the automobile industry 
has taken a definite turn for the 
better. If such proves to be the 
case, it is certain that results will 
be reflected in the earnings of Borg- 
Warner. The company’s sound 
financial position would permit the 
prompt resumption of dividends, 
which were omitted last April, and 
shares may be regarded as of the 
more promising in the industry. 


537 














Answers to Inquiries 
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National Biscuit Co. 


In 1934 I purchased 200 shares of Na- 
tional Biscuit at 45%4 primarily for income. 
Since then the rate has been reduced to 
$1.60. Is this secure and what are the possi- 
bilities for recovering my capital loss?— 


G. M. H., Newark, N. J. 


Raw materials constitute about 
50% of total production costs for 
National Biscuit Co. As a result 
of this factor, profit margins have 
widened due to the lower costs of 
ingredients. For the six months 
ended June 30, 1938, profits on the 
common stock amounted to 76 cents 
per common share against only 72 
cents per share in the like interval a 
year earlier. Estimates for the full 
year 1938 indicate profits equal to 
and probably better than the $1.62 
per share recorded for the year 1937. 
This would enable maintenance of 
the $1.60 annual dividend rate. 
Further information regarding this 
will be found on page 511 of this 
issue. The company’s profits are 
gleaned mainly from the higher 
priced or fancy line of biscuits and 
crackers and the decline registered 


in consumer purchasing power dur- 
ing the past years has had an ad- 
verse affect upon the sales in these 
lines. Nevertheless, volume in 
straight lines (that is, bread and 
popular-priced biscuits) has been 
maintained well, thus cushioning 
earnings to a large degree. In view 
of the moderately favorable out- 
look for the company, we are in- 
clined to believe that the shares will 
participate in proportion with the 
rest of the market and are inclined 
to believe that the shares present 
the stockholder with at least fair 
possibilities for profits over the 
longer term. Retention of your 
holdings is believed to be the best 
policy. 





Howe Sound Co. 


In 1937 when Howe Sound was reporting 
record earnings and paying large dividends, 
I bought 150 shares at 80 as an inflation 
hedge. Is my stock, now selling under 50, 
likely to recover to my purchase price? 
What is its dividend outlook this year?— 
D. E. D., New Orleans, La. 


The risk of outright confiscation 
by the Mexican Government of com- 
panies situated in Mexico has been 
diminishing but, of course, has not 
as yet been entirely removed. Nev- 
ertheless, the future of Howe Sound 
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is not as speculative in this respect 
as it was a few months earlier. Aside 
from the Mexican phase, over the 
longer term, we can take a more 
optimistic attitude toward Howe 


Sound. Although foreign prices for 
copper, lead and zinc are well under 
the average of the first quarter of 
1937 profits are still substantial 
enough to indicate that the 75-cent 
quarterly dividend rate will be main- 
tained. For the initial six months 
of 1938, Howe Sound recorded prof- 
its of $1.94 per common share 
against the substantially larger 
profit of $6.45 registered in the like 
half of 1937. An interesting and 
highly important point in regard to 
Howe Sound is the excellent diversi- 
fication which the company enjoys. 
It is an important producer of all 
five of the major non-ferrous metals 
which enables them to take advan- 
tage of favorable conditions in any 
single metal, thus offsetting less 
favorable conditions which might 
prevail in one of the other groups. 
It has further aided the company in 
compiling an _ enviable earnings 
record over a period of years. Only 
in one year, 1932, was a deficit in- 
curred, and dividends have been 
paid in every year since 1923. The 
company’s capital set-up is simple, 
there being only 473,791 shares of $5 
par common stock outstanding. The 
company has no funded debt. Al- 
though some speculative risk is in- 
volved in the shares, we are inclined 
to believe that the interesting possi- 
bilities for both price appreciation 
and income justifies retention in 
longer term portfolios. 





American Can Company 


Is American Can on the way to regain the 
market leadership it once enjoyed? I have 
100 shares at 125. Shall I hold or switch?— 
B. F., Dayton, Ohio. 


American Can Co. does not pub- 
lish interim reports, but it is esti- 
mated that full 1938 profits will fall 
somewhat below the $6.08 per com- 
mon share registered for the year 
ended December 31, 1937. This esti- 
mate, of course, depends upon main- 
tenance of present prices of tinplate, 
and a continued good demand for 
general line cans. Adverse weather 
conditions have already led to the 
belief that there will be a reduction 
in vegetable acreage this year of ap- 
proximately 20%. Thus, the out- 
look for packer can sales volume is 
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rsl- position of the company, coupled | 

VS. with the favorable outlook for earn- | CASSATT & CO. INCORPORATED 

all ings indicates to us that the shares will be operated as a wholly-owned subsidiary of 

als will continue to prove profitable to Merrill Lynch & Co. Inc., with its principal office, as 

nal the investor. In our estimation, heretofore, at South Penn Square, Philadelphia, Pa. 

ny the $4 annual dividend rate main- | 

ess tained by the company is adequately 

sht secure and the shares, at pate | MERRILL LYNCH & CO. INnc. 
ps. levels, should provide the holder CASSATT & CO. INCORPORATED 

in with satisfactory profits in the way 

1gs of appreciation. Under these cir- || New York, August 1, 1938. 

ily cumstances, retention of long-term = 

n- holdings is counselled. 

en 

- aro sicaliceg aa eames _ 
le, U. S. Freight Co. 

$5 What is your opinion of U.S. Freight? I 


he have 100 shares which cost 28 and another 
\1- at 18, bought in order to average down my NEW YORK CURB EXCHANGE 


price. Would you recommend buying more 





n- at 11. giving me an average cost of 19?— 
ed P.L. R., Brooklyn. 
SI- Throughout the last depression, 
on U. S. Freight Co. had the record of ACTIVE ISSUES 
in only two unprofitable years in its 
business of trucking, warehousing Quotations as of Recent Date 
end freight-forwarding. Despite its _ oon 
dependence upon shipping activity, Price Range Price Range 
hi oe er eee i ————. Recent ——~—— Recen 
which has been disappointing in re- Name and Dividend High Low Price Name and Dividend High Low Price 
cent vears, the absence of funded Alum. Co. of Amer..... . +14 58 107 Lake Shore Mines (4.00) 58% 45% 52% 
he ee ar eae ene Amer. Cyanamid B(.60)...... 26% 15% 24 Lockhead Air............ . 14% 53¥e 14% 
ve debt and heavy fixed charges has ‘Amer Gas & Elec. (1.40)... 315 19% 27% — Molybdenum............... 6% 3% «6 
i permitted a moderately stable earn- — Amer. Lt. & Tr. (11.20)....... 16 10 15% — National Bellas Hess......... 1 % te 
ings record. Recent trends, how- Amer. Superpower..... oe 11% ke %, New Jersey Zinc (11.50)..... 72% 45% 66 
5 . . ° Assoc. Gas & Elec. “"A"’..... 1% Ve Ye Newmont Mining ({1.00)..... 77% 42 T4454 
or ever, have to a certain extent nulli- ark. Nat. Gas "A"... Ae %e—Ss3%e_——Niiagare Hudson Power... % 5% 8% 
: fied this advantage, and income has — CamierCorp................. 32 17% 24 Niles-Bement-Pond ({1.00).... 39%6 24% 38% 
> . ade fall ae Cities Service............ 11 1%, 9 No. Am. Rayon “A"........ 26 12% 25 
lI shown a steady falling off pan the Cities Service Pfd............ 47% 21% 40% Pan-Amer. Airways (1.75).... 19% 12% 15% 
post-depression high of $2.53 per Colum. Oil & Gas...... _ 4g 2% 3% ~~ Pentepec Oill............... 17%, 3% 47% 
i share was reached in 1935. Profits Consol. Copper.............. 6% 3% 6%, Pennroad Corp. (.25)........ 2% 1% Qy 
hi 3 ca > ee 7 : 3 Consol. Gas Balt. (3.60)...... 74 55 74 Pepperel Mfg............... 86 54% 75 
4 on the 299,566 shares of COM-  ¢iecte Petroleum (*50)...... 27% 17% 23% Pitts. Pl. Glass (18.50)........ 106% 55 101% 
mon stock, the sole capitalization, Eagle PicherLead.......... 13%, 7 10% St. Regis Paper............. Ae 2% 3% 
> R1 7G sy chare j 26 lec. Bond & Share.......... 10% 4% 8, Sherwin-Williams (72.00)...... 115 66 10914 
amo d to $1.72 per share in 1936, _—_ Elec. Bon e , 
> 7 naree sade de # : i ae ae Elec. Bond & Share Pfd. (6)... 6134 42 57 South Penn Oil (*1.50)....... 39 28%, 36% 
Ae with 1937 resulting ina loss of $.51 Ford Mot. of Can. "A" (1)... 20% 145 19% Technicolor (+.50)........... 261% 14%, 245/g 
. per share. The comparison in the — Glen Alden Coal (7.25)...... 7 45 5% ~—dUnited Gas Corp............ 5%, 2% 3% 
r ae SUA RTAAw ang: “Gul ONlohPa:(i50):.....2. 46¥e> 33 45%  —- United Lt, & Pwr.“A"....... 3% 1% 2% 
e first quarter of the current ve Hecla Mining............... 10%, 6% 9% United Lt. & Pwr. Cv. Pf...... 28% 13% 25 
also unfavorable, the company re- tumble Oil (+.75).......... 725 56 70% Wright Hargreaves(*.40)..... 8% 6% 8 
“ porting a loss of $165,091. against a Imperial Oil (*.50).......... i yas Mer — —_ 
* _ : ae eee lron Fireman (1.20).......... 1 11% Is * Notincluding extras. 
Icss of $89,108 in the first quarter of Jones & Laughlin....... .. 43% 21 315 + Paid last year. 
gi 1937. Current assets at the end 
of 1937, including $824,437 cash, 
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Forthcoming Dividend 


rather to concentrate on the prob- 
lem of eventual reduction of your 
commitment than on its augmenta- 
tion. 





ee 
Meetings 
Company Time Date 
Abbott Laboratories Com. & Pfd.... 10:00 Aug. 18 
Allied Stores 5% Pfd.*............ 10:00 Aug. 16 
Aluminum Co. of America 6% Pfd.*.. ——— Aug. 26 
American Home Products.......... 11:30 Aug. 25 
American Safety Razor............. 2:30 Aug. 23 
Amer. Sugar Ref. Com. & 7% Pfd... 2:30 Aug. 17 
American Sumatra Tobacco......... 3:00 Aug. 19 
American Telephone & Telegraph.... 12:00 Aug. 17 
Armour & Co. 7% Pfd.*........... 11:00 Aug. 19 
Beech-Nut Packing*............... —— Aug. 18 
Briggs & Stratton*................. 2:00 Aug. 22 


Chesapeake & Ohio Com. & 4% Pfd.. 2:30 Aug. 16 
Cluett, Peabody & Co.,Com. & Pfd.. 2:00 Aug. 18 
Commercial Credit Com. & 41/44% Pfd.. 11:00 Aug. 25 
Commercial Inv. Tr. Com. & Conv. Pfd. 4:00 Aug. 25 


Distillers Corp.-Seagrams, Ltd.*..... . —— Aug. 19 
et —— Aug. 22 
General Railway Signal Pfd......... 11:00 Aug. 25 
Gillette Safety Razor Com. & $5 Pfd.* 2:00 Aug. 25 
Great Western Sugar Com. & Pfd.... 10:00 Aug. 24 
Hamilton Watch*................. 1:00 Aug. 25 
Hollinger Cons. Gold Mines, Ltd.*.. ——— Aug. 26 
International Harvester............. 2:00 Aug. 18 
International Salt.................. 2:00 Aug. 24 
Kimberly-Clark Com. & Pfd......... 10:00 Aug. 16 
Pe 9:30 Aug. 19 
Liggett & Myers Tobacco Pfd....... 12:00 Aug. 24 
Lone Star Cement................. 9:00 Aug. 17 
Magee Gopper™.................. 2:00 Aug. 16 
Mathieson Alkali Com. & Pfd....... 9:45 Aug. 24 
Mesta Machine................... 11:00 Aug. 19 
Monsanto Chemical............... 10:00 Aug. 17 
North American Com. & 6% Pfd.*... 11:00 Aug. 24 
Otis Elevator Com. & 6% Pfd.*..... 11:30 Aug. 17 
Paramount Pictures 1st & 2nd Pfds.... 3:30 Aug. 25 
Pittsburgh Plate Glass*............. 10:00 Aug. 25 
i in 11:00 Aug. 24 
Pure Oil 6. 54% & 5% Conv. Pfds.*.. 10:00 Aug. 22 
P-7Uestos-Manhattan.............. 12:00 Aug. 17 
Republic Steel 6% Pr. Pid. A*...... —— Aug. 25 
St. Joseph Lead*.................. 11:00 Aug. 24 
OM Ck 11:00 Aug. 18 
Shell Union Oil $5.50 Pfd......... 11:00 Aug. 23 
Stand. Brands Com. & $4.50 Cum. Pfd.* ——— Aug. 25 
Sutherland Paper*................. 2:00 Aug. 15 
L_) Sg Ee —— Aug. 18 
OS Seer 10:00 Aug. 19 
Tide-Water Assoc. Oil $4.50 Pfd.*.. 10:30 Aug. 26 
Union Pacific Com. & Pfd.......... 11:00 Aug. 25 
U.S. Tob. Com. & 7% non-Cum. Pfd.. 11:00 Aug. 17 
Wado Gyttem™. .... ccs cce. 1:00 Aug. 26 
Waukesha Motor*................. 3:30 Aug. 26 
Yellow Truck & Coach 7% Cum. Pfd.. 9:00 Aug. 17 
Youngstown Sheet & Tube 514% Pfd.* ——— Aug. 16 


All ti gs on 


wise noted. 


stocks unless other- 





* Approximate date. 





amounted to $2,461,314, and current 
liabilities to $1,562,585, leaving net 
working capital of $898,729. 

In view of the unfavorable trend 
during years of rising traffic such as 
1936 and 1937, we would be inclined 
to advise against further increasing 
your commitment in this company. 
It is our belief that even if your cir- 
cumstances will permit larger hold- 
ings without unbalancing your port- 
folio, there are more attractive is- 
sues available which will be subject 
to the same influences working for 
better earnings for U. S. Freight. 
Accordingly, our advice would be 


Interesting Newcomers on 
the New York Stock 
Exchange 





(Continued from page 529) 


and derivatives. A considerable por- 
tion of the company’s output is util- 
ized by manufacturers and processors 
of baking powder, flour, salt and 
other food products. This condition 
tends to impart a measure of stabil- 
ily to earnings. Other industrial out- 
lets include steel, textile, fertilizer, 
match, petroleum, building, ete. 
Operations have been eminently 
profitable and dividends have been 
paid without interruption — since 
1926. Based on the present capi- 
talization, which consists solely of 
696,000 shares of stock, net income 
of $703,087 last year was equal to 
$1.01 per share, as compared with 
$810,379 or the equivalent of $1.16 
a share in 1936. The downward 
trend in earnings which began in 
the last half of 1937 was continued 
in the first six months of the cur- 
rent year. In the latter period, net 
of $275,544 was equal to 39 cents a 
share for the stock, as compared 
with 49 cents a share in the corre- 
sponding months a year ago. Thus 
far this year, the company has paid 
dividends aggregating 35 cents a 
share, the most recent payment 
amounting to 15 cents a share. At 
recent levels of around 18, the shares 
appear worthy of consideration as a 
dependable income-producing me- 
dium, having moderate price appre- 
ciation possibilities. 


Gaylord Container Corp. 


Outstanding shares com................. 539,221 
Comont aseots 92/31/37... .............. $4,714,207 
Current liabilities 12/31/37............. 1,229,047 
Earned per share 1937................. 2.76 
Earned per share 1936................. 1.89 
eee eT | re 0.75 
Recent quotation....................5- 15 


The Gaylord Container Corp. has 
been in existence hardly more than 
a year, but the component parts of 
the merger which resulted in the 
present company were long-estab- 
lished in the field of solid and cor- 
rugated paper containers, wrapping 
and bag paper. Gaylord also manu- 
factures and sells a number of by- 
products, including turpentine and 
liquid rosin. Demand for the com- 


pany’s products rests on an exceed- 
ingly broad foundation, for these 
days almost everything imaginable 
is packed in a cardboard container, 
The company operates a number of 
plants, the more important of which 
are located in the south close to 
satisfactory supplies of pulpwood. 

The capitalization of the Gaylord 
Container Corp. is a simple one. 
There is no funded debt. The senior 
stock is a 514%4% preferred of $50 par 
value which is outstanding in the 
amount of $5,000,000. The preferred 
is callable up to June 15, 1942, at 
$55 a share and thereafter at $52.50 
a share. It is convertible into two 
shares of common. Of the latter 
there are at the present time 539,221 
shares outstanding. Financial posi- 
tion is comfortable. At the end of 
last year cash of $2,500,000 was 
more than double all current liabili- 
ties. 

For last year the Gaylord Con- 
tainer Corp. reported net income of 
$1,765,235. This was equivalent to 
$2.76 a share of common after al- 
lowing for preferred dividend re- 
quirements and compared with $1.89 
a share for the previous year. The 
profit in the first half of 1938 was 
equal to 68 cents a share of com- 
mon. So far this year three divi- 
dends of 25 cents each have been 
declared. The yield therefore at the 
stock’s present price of $15 a share 
is more liberal than that generally 
obtained. 





The Investment Clinic 





(Continued from page 519) 


There must be numerous bargains 
among their bonds if the trend is 
going to be in this direction. Will 
you select three or four which would 
be good buys on the premise that 
earnings are headed higher? Which 
issue of Southern Pacific?” 

It is true that there are numerous 
speculative rail bonds which must 
be considered bargains if the pic- 
ture is to improve. These issues 
should not, however, be confused 
with the true investment class, such 
as tne Atchison general 4s, the 
Chesapeake & Ohio 4%s or the 
Union Pacific 4s. The purchaser of 
the more speculative grades should 
be aware of the degree of risk at- 
tached to them and should diversify 
holdings accordingly. With this 
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The Complete Record 





9 Commitments with 
an Average Profit of 
Over 12 Points on Each... 


Points 

Profit 
Allis Chalmers 854 
Aluminium .. 241% 
Armour of Illinois pf... 131% 
Caterpillar Tractor ..... 5 
General Cable pf....... 20 
International Paper pf... 13 
Monsanto Chemical .... 1634 
Radio cv. pf... . . SRK 
U. S. Steel pf. 914 


Three of these commitments are 
still being carried for further price 
enhancement. 


We always advise definitely 
what and when to buy and 
when to sell . . . keeping all 
recommendations under our 
continuous supervision. The 
above profits were arrived at by 
taking a weighted average for 
four days after our bulletins 
were mailed. We do not know 
of any service that keeps a 
more accurate check of prices 
at which commitments may be 








HESE profits have been available through our 

Longer Term Recommendations made and closed 

out since May 1oth . . . during the past 12 
weeks. They provide concrete evidence of how our 
clients are being guided in taking advantage of the early 
stages of this bull market. 


You may readily follow these recommendations by mail 
through our 8-page edition issued every Tuesday and 
through special editions issued during the week. They 
represent excellent mediums for the employment of your 
surplus funds or profits derived through our three active 
market programs. 


We usually stress the profit possibilities of these shorter 
term recommendations of our Trading Advices, Bargain 
Indicator and Unusual Opportunities . . . all of 
which have also shown substantial profits during this 
recovery period. At the beginning, you may concentrate 
in one or all of these programs by wire or by mail. Our 
primary objective, however, is to counsel you in creating 
a backlog of securities which will insure steady growth 
of your capital and income . . . providing a con- 
stant safeguard against inflation. 


THE Forecast furnishes a complete, reliable and 
definite security advisory service with well-balanced, 
scientifically-conducted programs in accordance with 
your personal capital, wishes and objectives. It is 
especially suited to the market and investment needs of 
1938 and the boom years ahead. 


To participate in our current recommendations and 
those about to be selected, we suggest that you place your 


























116% Points Profit in 9 Stocks! 


executed. : é E : 
enrollment immediately. They should bring you profits 
of many times our subscription fee. 
° — — — —! SERVICE TO START AT ONCE BUT DATE FROM SEPTEMBER 15, 1938 |—————- —- — 
Free Air Mail i | 
e 
l | 
Service | THE INVESTMENT AND BUSINESS FORECAST 
[] Check here if you wish l of The Magazine of Wall Street 
Air Mail and it will expedite 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
delivery of our weekly and | I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- | 
special bulletins. This ser- vice starting at once but dating from September 15, 1938. I understand that regardless of the telegrams I 
Se . 7 — ‘ select, I will receive the complete service by mail, ($125 will cover an entire year’s subscription.) 
vice is provided FREE in l 
such cases in the United Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private | 
f pian | Code after our Code Book has had time to reach you.) 
States and Canada. ; 
| [J TRADING Active Common Stocks for Short Term Profit. Two or three wires a month, 
— on average. Three to five stocks carried at a time. $2,000 capital sufficient | 
Our Sole | ADVICES to buy 10 shares of all recommendations on an outright basis. | 
Objective | x UNUSUAL Low-priced Common Stocks for Market Appreciation. Two or three wires a | 
> yerage. Three to five stocks carried at a time. $1,000 capital 
. 2 OPPORTUNITIES month, on average. T « SI, pital _ 
We serve only in an advisory | sufficient to buy 10 shares of all recommendations on an outright basis. | 
capacity, handle no funds or i) BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires a 
securities and have no finan- INDICATOR month, on average. Three to five stocks carried at a time, $2,000 capital 
cial interest in any issue or | sufficient to buy 10 shares of all recommendations on an outright basis. | 
brokerage house. Our sole | IAORMNBMBI A oot 5G store sSeniatalsiecesntee aciswas eWitissiekes Riese CAPITAL OR EQUITY AVAILABLE.............. ] 
objective is the growth of : 
your capital and income PUM UIPID ROME TNE A tte ih 8 2) BORE Bt Woh hy 5) ob nr a a ENE ART Et +n | <i tT, J 
through counsel to minimize 
sciia s ree a. lh i a Rea oti al ng, Oe Aug. 13 
s secure pronts. . * ° . 
P ] Include a Complete List of Your Present Holdings for Our Analysis and Recommendations | 
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qualification, the five issues men- 
tioned below should meet the re- 
quirements specified. 

The Southern Pacific 444s of 1969 
are chosen because this issue is one 
of the most active and the largest of 
the road’s obligations. 


Atlantic Coast Line 414s of 1964, 
currently selling around 70, yield 
close to 7% to maturity. Charges 
were covered 1.15 times 
twelve months to May, last, as com- 
pared with 1.58 times in the pre- 
vious twelve months. 

Illinois Central 434s of 1966 are 
selling in the low forties and pro- 
vide a very generous yield. The 
margin of coverage for fixed charges 
is slim, amounting to 1.02 times in 
the year ended with May, against 
3.13 times a year earlier. 

Kansas City Southern 5s of 1950 
selling at 71 yield close to 9% and 
earnings have shown improvement, 
with charge coverage figured at 
1.32 times in the May year, up from 
1.20 times in the previous corre- 
sponding period. 

Louisiana & Arkansas 5s of 1969 
at 83 yield about 844%, with 
charges covered 1.45 times in the 
May period, against 1.43 times. 

Southern Pacific 41%4s of 1969 
yield approximately 9% to maturity 
at their current price in the low 


in the: 


fifties, but earnings have of course 
shrunk considerably from a year ago. 
Coverage was 0.67 in the twelve 
months to May, as compared with 
1.51 times for the same period a 
year ago. 


Investment Trusts Are 
Unattractive 


The subject of investment trusts 
as long-term holdings interests a 
number of readers. One writes: “Js 
it not true that the individual inves- 
tor can secure a degree of diversi- 
fication which would otherwise be 
out of his reach by buying the stock 
of one of the larger investment 
trusts? With their long lists of se- 
curities representing the assets and 
the earning power, I should think 
this the ultimate in risk-spreading. 
Then too, the managers of the trust 
are supposedly giving all their time 
to a study of the issues they own, 
and they are professionals at that 
business. Furthermore, many of the 
issues I have referred to are selling 
at a discount from the underlying 
asset value. In other words, there 
is a chance that with the eventual 
disappearance of the discount these 
investment trust issues may show a 
greater degree of appreciation than 
the stocks they own.” 

As the market tends more and 
more to swing in extreme cycles, 





OVER - THE - COUNTER 





ACTIVE ISSUES 


Quotations as of Recent Date 


Bid Asked 
American Hardware (1)............ 253%, 27% 
Columbia Baking (.25)............ 6 8 
Crowell Publishing Co. (3).......... 321% 3414 
Dictaphone Co. (.50).............. 32 351% 
| eae 60 631% 
Ga:lock Packing (1)............. 39 41 
a ee ee a 24 26 
National Casket (3)....... ‘ . 47 
Norwich Pharmacal (2)............. 36% 39 
eee eeeeree). 2.....:......... 42 15 
eisai 5m Sy d0:kp esses 23% 243, 
Singer Mfg. Co. ({10)............. 235 240 
Trico Products (2.50).............. 32 34 
WR REE on Sov ose ok sekesss 11 14 
PUBLIC UTILITIES 

Alabama Power Pfd.(7)........... 641 66 
Carolina Power & Light Pfd.(7)..... 8014 821% 
Central Maine Power Pfd. (6)....... 69 72 
Dallas Power & Light 7% Pfd...... 115 ae 
Jersey Central Pwr. & Lt. 7% Pld.... 81% 83 
Kansas Gas & Electric 7% Pfd....... 109 111 
Kings Co. Ltg. 7% Pld............. 36% 3914 


PUBLIC UTILITIES—(Continued) 


Bid Asked 
Long Island Ltg. Pfd. ‘‘A" (3.50).... 33% 35% 
Metropolitan States Pwr. Pfd........ 27% 30 
Nebraska Power 7% Pfd........... 109% 111% 
New Orleans Public Serv. Pfd....... 191%, 8014 
Nor. States Pwr. Pfd. (4.81)......... 53% 55% 
Pacific Power & Light Pfd.(7)....... 601% 6234 
Tennessee Elec. Power 6% Pfd...... 551% 57 
Tennessee Elec. Power 7% Pfd...... 591, 61 
Texas Power & Light Pfd. (7)........ 95% 91% 
Utica Gas & Elec. Pfd.(7).......... 67 70 
TELEPHONE & TELEGRAPH 
American Dist. Tel., N. J. (5)....... 96 100 
Emp. & Bay State (4).........--.-- 50 58 
SR RNID o 5. osc aie ois sss) ons 60 65 
Mountain States Tel. & Tel. (7)...... 116 120 
NM, ¥, Shaina (4:50)............... 16 20 
Peninsular Telephone (1.60)........ 24 26 
Peninsular Telephone Pfd. “A'(7).. 110% 114% 
Southern New England Tel. (8)...... 148% 151% 


+ Includes extras. 
* Paid in 1937. 








with all stocks moving in line with 
the general trend, it becomes ap- 
parent that mere multiplicity of 
holdings is very little protection 
against the downward parts of the 
evcles. There was a time when de- 
velopments within individual com- 
panies were more important to the 
stockholder than trends in the coun- 
trywide business picture; and skill 
in avoiding the poorly placed en- 
terprises, together with a_ fairly 
broad ownership of the market lead- 
ers, was enough to insure success in 
investment. It is probable, though 
by no means certain, that invest- 
ment trusts would have compiled a 
better record under such conditions, 

As it is, however, the most astute 
managers are faced with the prob- 
lem of keeping their money at work 
in a market which when it drops 
carries down practically all of their 
stocks, and the broader their diver- 
sification, the more certain their 
participation in the slump. If they 
could be expected to foresee the 
larger reactions and sell in advance 
of them, investment trusts would 
make nearly ideal holdings for the 
small investor, but unfortunately 
their record over the last decade 
holds out no such hope. If the man- 
agement of these trusts were indeed 
so skillful, premiums rather than 
discounts would characterize the 
price of their stocks. 

The first part of the S. E. C.’s 
study of investment trusts brings 
out the interesting point that oper- 
ating expenses absorbed about 20% 
of the income of the trusts examined 
in the years 1927 to 1936. During 
lean vears such as 1934, expenses 
rose to as high as 30% of income. 
The expenses included in the calcu- 
lations do not include commissions 
on distribution of securities, profit- 
sharing agreements and other forms 
of compensation. 


Considering the extent to which 
normal income is burdened with va- 
rious charges, and the failure of in- 
vestment trusts in general to display 
any ability to protect against a fall- 
ing market or magnify the advan- 
tages of a rising one, there is little 
to be said for their stocks as _ per- 
manent or semi-permanent invest- 
ments. Most investors will realize 
better results by laying down their 
own individual policies and holding 
the selected stocks directly, even if 
proper diversification makes it ne- 
cessary to own small quantities of 
each issue. 
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1. America's Stake in International Invest- 
ments. 
$4.00 


Lewis, Cleona 


Development of international finance since 1783 
to present, and the opportunities for future in- 
vestments. 





2. Men and Iron 


Hungerford, Edward $3.75 


History of the New York Central Railroad Co. 
and the personalities behind it from the dream of 
George Featherstonhaugh down to the present. 





3. Investment Policies for Commercial 
Banks 


Wilkinson, J. Harvie Jr. $2.50 


With the growth of bank funds available for in- 
vestment, sound guidance and a knowledge of 
investment technique is essential. 
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for the Businessman 


4. Price and Price Policies 
Hamilton, Walton and Associates 


$4.00 


Results of three years research by the President’s 
committee on Price Pelicy. Gives habits, arrange- 
ments, and practices in seven industries. 





5. The Margin Trader 


Simpson, Kemper 


$2.00 


Former economic adviser to S. E. C. analyzes mar- 
gin trading as it effects the trader, investors, 
banker, and business man. 





6. Bond Yields, Interest Rates and Stock 
Prices 

Macaulay, Frederick R. $5.00 

Effects of interest rates and bond yields on stock 


prices and trade. Valuable tables and charts for 
research statistician. 





7. Industrial Price Policies and Economic 
Progress 
Nourse, Edwin G. and Drury, Horace B. $2.50 


Effects of “administered” or fixed prices on eco- 
nomic progress. 


VVVVVVVVVVVVVVVvTT YT VVVVVVVVVVVVTVVvVvVvVvVvVvVvVvVVvYV 


BOOK SERVICE DEPARTMENT 


The Magazine of Wall Street 
90 Broad Street, New York City 


Enclosed is a remittance of $......... 


Aug. 13 


Please send me the following books I have checked: 


S94 PRE VRC POL PRE PRC PTE PS 

Cn cer een ee eer a fre ree eee ree were eee eT eee ee be 
EE SE eee ty ee eC cet Leer ee Tee reer. eee ek rere eC ee re Tee een. 
ee CE eee errr 


a 4 4 4 4 > fo fe be fe hr ber hr hr hn Dry hr hr hr hr, hr, hr, rr, hr, tr hr, tr, hr, re, A, Lr, Mr, Ar, An, Mire, shin, slirn, ttn. sh, Me, Mn, Ml 


AUGUST 13, 1938 


543 











A New Age in Agriculture 





(Continued from page 493) 


laboratories and the occasional first 
processing plant, as well as many 
other partially developed research 
projects. 

Even the forms of farm buildings 
is likely to undergo a change as the 
new building materials and _prin- 
ciples already being used in urban 
developments are adapted for farm 
use.. Milking parlors, air-condi- 
tioned graneries and locker cold- 
storage systems indicate the trend. 

It is obvious that this change 
from hit-or-miss agriculture to the 
more scientific variety will mean 
more and more responsibility for 
the little farm laboratory in the 
shadow of the silo. The farmer can- 
not expect to grow the specialized 
crops that will be required of him 
without first determining the pos- 
sibilities which prevail on various 
parts of his own acreage. 

Developments are coming out of 
research that cause one to rub the 
eyes. Hundreds of synthetic mate- 
rials as good or better than the 
natural product are now in common 
use, and their number is increasing 
daily. Most of these are develop- 
ments of the organic chemical indus- 
try, and the farmer is being asked to 
produce the raw materials for them. 

With industry already using vast 
amounts of agricultural products 
and the Farm Chemurgic idea gain- 
ing momentum, it seems obvious 
that the farmer of the future will 


become more and more important 
as a grower of raw materials for the 
manufacturer. 

Science in industry, coupled with 
science in agriculture, will take much 
of the gamble from the future farm 
and will make it, as a place to live, 
the envy of everv urban dweller. 





Prospects Favor Sears, 
Roebuck 





(Continued from page 502) 


the war on chains, should it make 
further headway, bodes nothing 
favorable for any chain. 

There is thus both good and bad 
in the outlook. The bad, mean- 
ing higher costs, the company will 
have to pass along to the consumer. 
The latter, of course, might refuse 
to buy, but if he went elsewhere he 
would find prices similarly inflated 
by increased costs. So, as long as 
he possesses any purchasing power 
at all, he probably will continue to 
deal with Sears, Roebuck. 

Whether the stock of this com- 
pany should be bought now above 
$70 a share is largely a matter of 
deciding if this figure discounts the 
possibilities. The semi-annual re- 
port which will be published shortly 
is sure to show that the issue is 
high in relation to current earning 
power, but if the last half of the 
year is to bring genuine recovery 
the story would be a different one. 
Over the longer term, certainly one 
may expect business improvement, 
coupled with higher prices, to be 
the controlling forces. 





N. Y. S. E. — 1939 Model 





(Continued from page 497) 


clerical work of all members for’ 
reasons of economy. 

Better rules on short-selling are 
needed. The present regulations 7 
are far from perfect and deserve im- | 
mediate attention. They are not,’ 
however, likely to get it. 

Revisions in the list are being | 
made piecemeal by both the Stock 7 
Exchange and the SEC. Greater | 
efforts might result in a more repre- § 
sentative market, trading in all the | 
important companies and leaving to 7 
the smaller exchanges the issues | 
which are no longer first-rank. 





As I See It! 





(Continued from page 487) 


flouting stupid and corrupt politi- 
cians and besting them. 

This priceless example of hope 
and courage is a great contribution. 
After all, economic booms and de- 
pressions are only signals that men 
have been acting without proper 
judgment and common sense. Now 
balance is being restored. We must 
awake to the opportunity. 

Before us lies a great rebuilding 
and expansion age, if we will it so. 
It’s a struggle between reaction and 
recovery with the odds on the latter. 





DIVIDENDS RECENTLY DECLARED 





Company Rate 
American Tobacco..... . : 5.00 Q 
American Tobacco B..... 5.00 Q 


Associated Dry Goods 6% 1st Pfd... 6.00 Q 


Associated Dry Goods 7% 2nd Pfd. 1.75 
Belding Hemingway = 0.1214 
Burlington Mills.............. , 1.00 
Butler Bros. 5% Conv. Pfd ; 1.50 
Chain Belt a 
Cole Gomper............ : 0.50 
Chrysler Corp. i Se RS 
Columbia Pictures $2.75 Conv. Pfd... 2.75 


General Motors . 0.25 
General Outdoor Advertising Class A 1.00 
Grand Union $3 Pfd............. . O25 
Horn & Hardart 5% Ptd -..0. SHO 
Ingersoll-Rand ww. «6S 
Inland Steel 0.50 
International Harvester 7% Pfd 7.00 
Kroger Grocery & Baking........... 1.60 


Period 


Stock of 
Record P Company 


8/10 Life Savers Corp 

8/10 Life Savers Corp.... 
8/12 Liggett & Myers...... 
12 Liggett & Myers B 


1 
9 
16 


/11 


8 Wesson Oil & Snowdrift 


Wesson Oil & Snowdrift 


Westvaco Chlorine 


3 Macy (R. H.) & Co..... 
5 Minneapolis-Honeywell Regulator... . 0.25 
11 National Container Corp. . 
National Power & Light... 
Parker Rust Proof........ 
/ Peoples Gas Light & Coke.... . 900 
1 / United Engineering & Foundry....... 0.50 
United Engineering & Foundry Pfd.... 7.00 


Jaatncedte 7 ae 


Woolworth (F. W.)....... ee 
Q—Quarterly. Ex—Extra. 
All declarations are on common stocks unless otherwise noted. 


Stock of 
Rate Period ecord Payable 


1.60 Q 8/1 9/1 

0.40 Ex ; 
4.00 
eons 
See 


hed 
aaa a a 
waa 


°o 


0.05 
0.60 


aa at a 


oo 


0.1214 
0.50 


Wesson Oil & Snowdrift Pfd......... 4.00 
Westinghouse Electric & Mfg 


0.50 
1.00 Q 
2.40 Q 
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